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Giving the family 
a clean bill of financial health 


= the family’s financial ills, as scientifi- 
cally, as conscientiously, as a physician 
works to restore the family’s health. .. .That 
is the responsibility of the family finance 
business, as its leader, Household, views it. 


. « » THIS organization has never considered 
the small loan as a patent medicine, a cure- 
all for economic ills. A financial doctor, 
licensed by the state, it diagnoses the fami- 
ly’s money troubles and suggests the best 
remedy, whether or not it entails the mak- 
ing of a small loan. 


.-.» HOUSEHOLD has sponsored a wide- 
spread campaign to encourage fami- 
lies to pay their bills; it helps them to 

get out of debt; it advises with them 

on ways and means to keep out of debt; it 
publishes and distributes widely the booklet 
“Money Management for Households” that 
counsels as soundly on the budgeting of the 
family’s income, and its wise expenditure, as 
authoritative books on health advise on the 


signatures asked are 
those of husband and 
wife. The chief security is the financial 
soundness of the family and its ability to re- 
pay the loan as it works its way out of debt. 


family’s physical well-being. 

. - - THIS is not philanthropy. It is not even 
unselfishness. The responsibilities of the 
Household Finance organization have 
grown far beyond the making of a few scat- 
tered loans. Last year, Household served 
more than 330,000 families. Its 147 offices 
in 89 principal cities will serve even a 


« » «WHEN the American family’s economic 
ills become aggravated, Household’s secu- 
rity suffers. Consequently it is business, good 
business, for Household, with its hand on 
the pulse of hundreds of thousands, to fulfill 
intelligently its obligation as financial doc- 
tors to American families. 
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larger number this year. 


. -- TO THESE families, amounts up to $300 
have been loaned, without the requirements 
for bankable collateral, without cosigners, 
and without investigations among the fam- 
ily’s friends, employers, creditors, 

or landlords. 


.-+» THE only physical security 
asked is household goods, which 
are seldom negotiable. The only 


te 


MONEY MANAGEMENT FOR HOUSE- 
HOLDS, a helpful booklet on budgeting 
family income, leading to the happiness of 
financial security, is offered without charge 
to all. Telephone, call, or write for a copy. 


HOUSEHOLD 


FINANCE CORPORATION... 


Headquarters: Palmolive Building, Chicago, Illinois 
« « « (147 Offices in 89 Principal Cities) . . . 
(Consult your telephone directory for the office nearest you)... 


You will enjoy the Household Hour, with Adolphe Dumont directing the Household Orchestra—one of the finest on the air—and the 
Household Singers, featuring Alice Mock, soprano. Every Tuesday evening, 9 P. M. Eastern Standard Time, on NBC Blue Network. 


Consuming Consumer Indebtedness. . 


Paradoxically enough, it is the country’s 
foremost personal loan company, House- 


to the entire nation. This advertisement, 
appearing in leading newspapers, is one of 


hold, which encourages families to get out 
and keep out of debt. Thus Household’s 
temporary help in enabling families to 
pay their bills becomes of permanent 
value to those families and, in the aggregate, 


a series informing millions of the activities 
of Household. For further information, 
watch for Household’s advertisements, or 


write to Dept. C10, Household Finance . 


Corporation, Palmolive Building, Chicago. 
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CREDIT 


Looking ahead 


@ Dr. Max Winkler, distinguished 
authority on foreign trade, will be 
featured in our next issue. His sub- 
ject is as timely as the daily doings 
of Congress. In fact, that body, at 
present, is pondering Dr. Winkler’s 
subject, which analyzes the tariff 
policies of creditor nations. 


The fifth article in the series of 
commodity studies by Gilbert Park- 
er Hayes will concern itself with 
the sugar situation, which has seen 
noteworthy developments during 
recent weeks on both sides of the 
Atlantic. 


William Green, President of the 
American Federation of Labor, 


. would be the logical man to speak 


on unemployment. And he will do 
so in ours of March; a five thousand 
word explanation of “Unemploy- 
ment—a business problem” being 
his subject. 


Gold is guilty for many of our 
troubles, E. W. Kemmerer of 
Princeton said in our January is- 
sue. Next month Lionel D. Edie, 
economist, banker, author, will ad- 
vocate the standardization of the 
gold standard in a plea for inter- 
national credit control. 
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A Hooper-Holmes 
inspection is the 
Ounce of Prevention 
for your business 


CHARACTER: -- 


THE HOOPER-HOLMES BUREAU, Inc. 


“Truth will ultimately prevail where 
there is pains taken to bring it to light” 
G. Washington 


Washington portrayed the finest of 
human characteristics. With his name 
are indellibly associated truth, 
honesty, intense loyalty and integrity 
of purpose. 

Born two hundred years ago, he has 
passed into history but his character 
is vividly alive today. It is impressed 
upon each coming generation as an 
ideal worthy of emulation. 

The Hooper-Holmes Bureau deals in 
character. Visualized in its files are the 
George Washingtons, the Alexander 
Hamiltons of today as well as those 


who might have been Benedict 
Arnolds or Aaron Burrs. There are 
men who are great builders and those 
who would be destructive to Society. 
It is the collection and confidential 
dissemination of human character 
information which makes the service 
of the Bureau a vital necessity to 
modern business. 

The nationwide facilities of The 
Hooper-Holmes Bureau are devoted to 
the compiling of Moral Hazard In- 
Spection Reports for insurance under. 
writing, credit, commercial and eme- 
ployment purposes and Claim 
Reports. Address inquiries to 

102 Maiden Lane, New York. 





THIS PEG-BOARD 


WILL GIVE YOU 


» quicker figures 


cheaper figures« 


» more complete figures 


EXECUTIVES in many fields of business 
are turning to our Distribution Peg- 
Board Method, used with the Comp- 
tometer, for better results on sales 
analyses, cost figures, timekeeping rou- 
tines and other types of accounting 
work. The reasons are: 

Quicker figures! The Distribution 
Board produces information when it is 
wanted . .. in time for quick action. A 
nationally known instrument company 
in New York formerly waited until 
the 15th or 20th of each month for cost 
and sales figures of the previous month. 
Now they get necessary statistics daily. 
A Southern California baking com- 
pany reports that the Distribution 
Board gives them figures on production 
and distribution, costs and inventories, 
and other information in 50% less 
time than their former method. 

Cheaper figures! The Distribution 
Board Comptometer Method has 


successfully replaced more expensive 
systems in companies throughout the 
A large Middle-Western 
glass company saved about 14 on the 
cost of payroll distribution by using 


country. 


our system . .. and accomplished more 
work. An office outfitter in the 
South made a saving of $5000 an- 
nually with the new method. 

More complete figures! With 
less expenditure in time and money, 
more information may be gathered. 
Using the Comptometer Peg-Board 
combination, a branch factory of a 
stationery company now furnishes 
its headquarters with weekly sta- 
tistics . . . impossible under former 
methods, except at great inconve- 
nience and expense. 

Let our representative explain 
the Comptometer Peg-Board Dis-. 
tribution Method in detail. Let 
him tell you how it achieves speed 


COMPTOMETER 


© 1932, Felt & Tarrant Mfg. Co, 


TRADE MARK) 


and economy by getting final results 
from original figures without recopy- 
ing. If he thinks he can show you 
a worth-while saving, give him a 
chance to prove it by actual test. Tele- 
phone your local Comptometer office, 
or write direct to us. Felt & Tarrant 
Mfg. Co., 1717 North Paulina Street, 
Chicago, Illinois. 


THE COMPTOMETER 
Made only by Felt & Tarrant 
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People don’t like hard times, because it means 


hard work. 





I propose the etymological invention of a new 
word—“sharksmanship”—applicable in meaning to 
the financial experts who have unloaded billions in 
unsound stocks and bonds upon the average Amer- 
ican investor. 





The President of a particular company was in- 
censed because more sales weren’t being made. His 
Sales Manager was even out hitting the pavement in 
his endeavor to please the boss. One day the President 
called Sales Manager Brown into the office and said, 
“Brown, what’s wrong with you and your sales 
force? You are far below your quota. Why can’t 
you sell anything?” Brown looked at the President 
and smiled, “Well, to tell you the truth, sir, all of 
our customers are keeping the lid of their cash box 
just as tightly locked as you are keeping the lid of 
our company’s cash box tighty locked. It is just as 
difficult for our sales force to get a dollar out of our 
customers, as it is for others to get a dollar out of 
you. You don’t want to buy anything, neither do 
they.” 





There is no getting around the fact that we will 
ride back to prosperity on a “buy-cycle.” 





A. L. Birch of the National Association of Credit 
Men said to me the other day, “It isn’t a question of 
what the world is coming to—it’s when is the world 
coming to.” ' 





The man with a high aim needs a good aim. 
Apropos of marksmanship it might be well to re- 
member that you must either do the firing or be the 
target. 





There were over 28,000 commercial failures in 
this country during 1931 and 2,300 bank failures. 
What will the totals be for 1932? The Putnam Book 
Store of New York announced this item in its Jan- 
uary sales: “RED INK, Pints, Quarts, regularly $1.50 
and $2.00, now $.75 and $1.00.” Red ink, from an 
economic viewpoint, isn’t affected by the law of 
supply and demand. When a company or bank fails 
it must buy red ink. Lowering -prices will not in- 
crease the red ink sale, but it does show a “Good Sa- 
maritan” spirit on the part of the Putnam bookstore. 
Unless things change 1932 will be a good year for 
red ink. 


« Sa 


During the past two years we have had too much 
sighing and crying and not enough trying; too much 
panning and not enough planning; too much shirk- 
ing and not enough working; too many prophets and 
not enough profits; too much yearning and not 
enough earning; too much reduction and not enough 
construction; too much grieving and not enough 
believing; too much quotation and not enough ap- 
plication. 





Too many private offices of business executives are 
sit-adels of relaxation—not citadels of action. 





People are decrying the lack of leadership in our 
country today. I think we have too many leaders 
and not enough followers—too many leaders with the 
inability to inspire a following. 





I have been trying to formulate a satisfactory and 
inclusive definition of what a good executive should 
be. But I find myself going back to that admirable 
definition of Theodore Roosevelt’s, ‘“The best execu- 
tive is the one who has sense enough to pick good 
men to do what he wants done, and self restraint 
enough to keep from meddling with them while 
they are doing it.” 





The National Association of Credit Men stands up 


for you. It is your duty to stand up for the Asso- 
ciation. 





Do you realize that with one or two possible ex- 
ceptions every major international, national, state, 
municipal and corporation problem of today is a 
problem in credit? It seems a safe prediction to assert 
that the next eight or ten years will go down in 
economic history as the credit era. Whether you are 
administering the commercial credit of a business or- 
ganization, bank credit, or credit in its larger national 
and international aspects, the basic principles are the 
same. The ships of over-expansion will veer off their 
courses and become wrecked on the reefs of excesses 
if they are not kept in their courses by the credit 
rudder. Four of the largest cities in this country are 
confronted with complicated municipal problems. 
The police forces, teachers and other city employees 
are not being paid. Unless something drastic is done 
disaster impends. Study these situations carefully and 
you will learn that poor credit administration is the 
underlying cause of the trouble. Credit is a boomer- 
ang. If it isn’t handled properly it will return to 
injure those who mismanage it. 
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Caeck BOOKS open 
to PostTaL TELEGRAMS 


eee fast. accurate 
dependable service brings 
collection results 


If a man has merely forgotten to pay his account with 
you, he’s not likely to forget a Postal Telegram. If he 
is “out” to anything else, he is “in” to a Postal Tele- 
gram. If he pays those first who press hardest for pay- 
ment...he has a special respect for Postal Telegrams. 

Postal Telegrams do get collection results because 
they do command attention and suggest prompt 
action. They back up your message with a certain 
persuasive force which people always read between 
the lines. They show that you mean business and that 
good business means a quick reply. 

So...use Postal Telegraph. By Postal Telegraph 
you can reach 80,000 places in the United States and 


T H 


INTERNATIONAL 


Canada, and important points throughout the entire 
world through the great International System of 
which Postal Telegraph is a part. 


Postal Telegraph is the only American telegraph 
company that offers a world-wide service of coordi- 
nated record communications under a single man- 
agement. Through the great International System of 
which Postal Telegraph is a part, it reaches Europe, 
Asia, The Orient over Commercial Cables, Central 
America, South America and the West Indies over 
All America Cables, and ships at sea via Mackay Radio. 


SYS TEM 


“Postal Telegraph 
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FACTORS which have been ad- 
= versely affecting our foreign trade 
lu since the closing months of 1929— 
world wide depression and exten- 
sive price declines—have tended to re- 
duce further the total volume in 1931. 
The important part played by the de- 
crease in prices is indicated by the fact 
that the physical volume of our total 
foreign trade in 1931 was reduced by 
only 15 per cent as compared with 1930, 
or considerably less than half of the de- 
cline in value. In view of the fact that 
domestic industrial production fell off 
by 16 per cent and car loadings by 19 
per cent, it is clear that the shrinkage 
in the physical volume of our foreign 
trade was no greater than the falling 
off in domestic business. 

Notwithstanding the general nature 
of the decline it is of particular interest 
to note that exports of cotton, which is 
our most important export commodity, 
declined in quantity less than 2 per cent, 
while in the case of numerous other im- 
portant items the quantity of exports 
was actually larger than in 1930, and 
in many cases as large as in 1929. 

On a quantity basis, exports fell off 
by less than one-fifth from the 1930 
total, while the value declined from $3,- 
843,000,000 to about $2,425,000,000 
or 37 per cent. The physical volume of 
imports was only 10 per cent smaller 
than in the preceding year but because 
of more severe price declines in import 
commodities the total value fell off by 
more than 30 per cent—from $3,061,- 
000,000 in 1930 to $2,100,000,000 in 
1931. 

As compared with the high levels of 
1929, the quantity of exports was 35 
per cent lower and that of imports, 25 
per cent lower in 1931. This compares 
with a reduction of 29 per cent in rail- 


America 


looks abroad 


by FREDERICK M. FEIKER, Director, 


Bureau of Foreign and Domestic Commerce 


road freight car loadings and 30 per 
cent in industrial production in the 
same periods. Dollar values of both ex- 
ports and imports, however, were less 
than half as great as in 1929 and were 
lower than in any post-war year. 

More detailed study of the figures 
available at this time reveals the fact 
that quantity and value declines of in- 
dividual export commodities in 1931 
covered a wide range. Leading food- 
stuffs, which are shipped primarily to 
Europe and our neighboring countries 
in North America, showed a gonsider- 
ably greater reduction in value than in 
quantity. For example, the decline in 
value of exports of wheat, including 
flour, amounted to 53 per cent while 
the drop in quantity was only 20 per 
cent. Respective value and quantity de- 
creases in exports of meats and fats were 
37 per cent and 20 per cent whereas 
the increase in quantity of fruits ex- 
ported was considerably greater than 
the reported 17 per cent increase in 
value. 

Similarly, the value of our exports of 
crude materials and semi-manufactures, 
which are purchased largely by Europe, 
Asia and Northern North America, was 
greatly affected by recessions in prices. 
Raw cotton exports fell off less than 2 
per cent in quantity, while the value 
showed a drop of 40 per cent. Copper 
exports decreased 19 per cent in quan- 
tity, as against a decline of 44 per cent 
in value, whereas the respective declines 
for lumber amounted to 28 per cent and 
44 per cent. Heavy iron and steel ex- 
ports fell off sharply in both quantity 
and value. 

Among our finished manufactured 


exports, automobiles, including parts 


and accessories, suffered a loss in dollar 
value amounting to 46 per cent of the 


total in 1930, while exports of advanced 
manufactures of iron and steel declined 
almost as sharply. Total machinery ex- 
ports decreased in value 36 per cent, 
agricultural implements within this 
group falling 45 per cent and electrical 
apparatus, 26 per cent. The value of 
refined mineral oil exports dropped 48 
per cent as contrasted with a decline in 
quantity of 27 per cent. 

While it is true that the above men- 
tioned leading articles are mainly re- 
sponsible for the rise or fall in value of 
our total exports, no analysis of our 
trade is complete without an examina- 
tion of the status of other individual 
items, some of which form a part of the 
larger groups. This shows that, despite 
the curtailment of purchasing power 
throughout the world, American ex- 
porters sold abroad in 1931 a substan- 
tial number of articles of our produc- 
tion in larger quantities than in 1930 
and in many cases in approximately as 
great or greater volume than in 1929. 
Among the latter are fresh fish, dried 
milk, hides and skins, patent side upper 
leather, inedible animal greases, apples, 
dried fruit, canned fruit, nuts, refined 
cottonseed oil, vegetable soap stock, 
cotton denims, cotton dresses, adding 
machine paper, paper bags, unsilvered 
plate glass, crude petroleum, electric re- 
frigerators, radio apparatus, power 
driven metal-working machinery, cigar- 
rette and cigar making machinery, car- 
bon black and sensitized motion picture 
films (not exposed). 

These items represented for the 10 
months ended October, 1931, values 
ranging from $567,000 in the case of 
adding machine paper to $31,700,000 in 
the case of metal-working machinery. 
We sold over $23,700,000 worth of 
dried fruits, about $22,700,000 worth 
of apples, about $19,400,000 worth of 
canned fruits and about $19,000,000 
worth of radio apparatus. 

Declines in our exports were largest 
in the case of Oceania, with 62 per cent; 
South America, with 52 per cent; and 
Latin North America, with 46 per cent; 
areas which have suffered serious reduc- 
tions in their purchasing power because 
of much lower prices for their principal 
export commodities—grain, wool, cop- - 
per, coffee, etc. Our exports to these 
markets consist chiefly of automobiles, 

(Continued on page 43) 
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Straws in the wind 
AUTO PRODUCTION: The editor of MOTOR predicts for the year's first 


six months that |. Production—passenger car and truck—somewhat smaller 
than in the same months of 1931. 2. Smaller domestic sales of both cars 
and trucks. 3. A slightly smaller volume of export business, with more 
assembling done in foreign plants. 4. A heavy increase in the volume of 
maintenance, especially major mechanical service. 5. Larger sales of shop 
equipment and service parts. 6. A further sharp decrease in the number 
of independent automobile dealers, because of unsound merchandising, 
smelly inability to eliminate trading losses. 7. A corresponding increase 
in the number of factory controlled branches and retail stores. 8. Con- 
tinued contraction of dealer credit by banks and heavier calls upon finance 
companies for wholesale financing. 9. Serious consideration by manufac- 
turers of a form of contract and underlying policies which will attract new 
capital into the business. 10. A radical readjustment of the factory con- 
ception of what constitutes a normal new car market. 


BANK CLEARINGS: Check exchanges in 178 cities of the U. S. in 1931 
aggregated $410,338,166,564, a decline of 24.5 per cent from the turn- 
over in 1930, and the smallest for a year since 1922. The record total was 


$715,171,848,285, established in 1929. The shrinkage in clearing house | 


exchanges last year, which followed that of the preceding year from the 
record established in 1929, was the result of unabated recession in all lines 
of business. Contributing factors were the lower scale of mercantile and 
commodity prices, and the decline in activity on the stock exchanges in 
all sections of the country. 


BANK FAILURES: The all-time record of 2,302 bank suspensions, involv- 
ing net deposits of $1,580,000,000, which are now being returned to de- 
positors through liquidation, was the result for 1931, according to the 
current issue of American Banker. In the year there were 485 bank mergers 
and 190 reopenings of closed institutions. These changes reduced the 
number of banks in this country to 20,700 at the end of 1931. The total 
of deposits in those banks was approximately $50,000,000,000. The peak 
of the year's closings was reached the first week in October, when 166 
banking institutions failed to open. In all there were 512 failures that 
month. November showed 169 closings and December 327. The first week 
in January, with 68 suspensions, showed a declining trend. 


MONEY: An increase of $758,180,985 in money in circulation in the nation 
in the last twelve months was shown in the circulation statement of the 
Treasury, which set the per capita circulation of money on December 31 at 
$45.35. The per capita total was an increase of $5.94 over the per capita 
circulation on December 31, 1930. The total money in circulation at the 


end of 1931 was $5,648,304,333. 


PRICES: The purchasing power of the dollar advanced to over 50 cents 
above the 1926 average, according to the calculations of Professor Irving 
Fisher. Commodity prices extended their declines in December for the 
fifth consecutive month, reaching their lowest level since June, 1908, Brad- 
street's index of commodity prices disclosed. 


STEEL PRODUCTION: Steel ingot production in the United States totaled 
24,900,195 tons in 1931, or 14,386,092 tons less than the output in 1930, 
according to the report of the American Iron and Steel Institute, issued 
last night. It was the smallest total of ingot production for the United 
States for any year since 1921, when eileen aggregated 19,224,084 
tons, and with that exception the smallest of any year since 1908. 


are assembled, they carry an almost 

unvarying and monotonous resem- 

blance one to another. Virtually 
all indices have steadily dipped down- 
ward, to unexpected depths. It is the 
same repeated story in production as in 
prices, in volume as in value. The pre- 
ceding twelvemonth of 1930 had seemed 
one of sharp recession; now 1931 has 
swept practically everything much lower 
again. Even wages have reluctantly 
had to join the downward procession. 

Once again the security markets have 
provided the most symptomatic indices. 
There were two post-panic “false 
dawns.” That of 1930 had climaxed in 
April (in late March of that year for 
the rails). That of 1931 was mostly 
reached in February, last (in March for 
the utilities and in late January for 
bonds). Thereafter, in each year there 
followed a long, steady sagging to new 
low levels, broken only by a smart but 
brief rally on the Hoover moratorium 
proposal late last June, and with another 
mild upturn near the year-end, Barron’s 
reports. 

For example, the industrial average, 
which in 1930 had slipped pretty stead- 
ily from an April high of 294 (1929 
record high 381) to a mid-December 
low of 157, scored its 1931 high last 
February at 194; then it dipped to 121 
by June; jumped to 156 on the mora- 
torium plan; sank to 73.79 on Decem- 
ber 17, last, recovered to almost 81, and 
closed the year at about 77.90. 

Owing to their recent tribulations 
and uncertainties, the rails have lost 
even more ground relatively in the last 
half of 1931. Thus from their record 
1929 high to their low of 1930 the 
rails had lost only 52% where the in- 
dustrials had lost 59%; but in 1931 the 
case was reversed, the rails receding 
72% from the 1931 high to the 1931 
low, where the industrials lost but 62%. 
Hence the rails at their all-time high 
were appraised at 6.02 times the low of 
December, 1931, as against 5.15 times 
for the industrials. The utilities, fol- 
lowing a roughly parallel course, were 
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financial trends and indications 


appraised at their peak at only 4.71 
times their low of December, 1931. 

It is the slump within the past six 
months in the normally slow-moving 
bond average—as linked up with ad- 
verse world conditions in credits and 
banking—which has been perhaps the 
most spectacular and significant devel- 
opment of 1931. That average of 40 
bonds, which had recorded a 1930 high 
of 97.70, had receded less than five 
points therefrom up to July 11, last. 
Then set in the steady crumbling of 
quotations which finally brought a low 
on December 17, last, of 73.36,—a re- 
cession of 22.66 points, or almost 24%, 
in five months. 

The inexorable downswing in se- 
curities has had its counterpart in the 
prices of commodities in 1931. The 
Fisher index number for 200 commodi- 
ties at wholesale, which averaged 77.7 
for January, last, had steadily dropped 
to 66.7 going into the last week of De- 
cember,—a drop of 11 points. And 
that makes a loss of 30 points from 
the 1929 average, and of 33.3 points 
from the 100 base of 1926. Conversely, 
the purchasing power of the dollar at 
wholesale, taken as 100 cents in 1926, 
reached 149.9 cents (almost $1.50) on 
December 24, last. It will be interest- 
ing to learn just where the Department 
of Labor figures it later at retail in 32 
cities for December. The same story 
is of course told by other statistical 
measurements of commodity prices and 
living cost—Bureau of Labor Statistics, 
Annalist, Dun’s, etc. 

Marked slackening of activity and 
dwindling of producing and earning 
power characterized the year through- 
out. There was abnormal idleness of 
machinery as well as of men. Such a 
barometric line as steel furnishes a 
typical example. From about 41% of 
Capacity engaged in the first week of 
1931, steel mills gradually increased 
their activity in the first three months 
of the year to about 57%. But that 
was the high point of the year, and 
April saw a slow recession to just un- 
der 50%. Thence forward there was a 


" steady tapering-off, the rate dipping 


during the summer well below 40%. 
By November it was down to 30%; 
and the last fortnight of the year saw 
it below 25%. With that pronounced 
stagnation went a shriveling of steel- 
company earning power, and the accep- 
tance in October of the need for re- 
duced wage costs. 

Other indices told the same pro- 
tracted story of steady decline. Rail- 
road traffic showed a further progres- 
sive loss from the already low totals of 
1930, leading to the climax of the con- 
certed efforts to obtain relief and to 
safeguard credit in the autumn. Ag- 
gregate rail earnings in the spring had 
shown losses approaching 20%, and net 
decreases of roughly 25%. By the ad- 
vent of fall those losses had increased 
to an average of about 25% in gross 
and, despite all economies, of about 
35% in net. Much the same tale was 
told by bank clearings in their decrease 
of 2414% for the year. 

Domestic money rates in themselves 
show little variation for the year. The 
outstanding incidents. came from out- 
side quarters—in the quite pronounced 
total of bank failures and in the pro- 
portions of cash hoarding, exceeding a 
billion at its peak; also in the quite 
dramatic loss in gold (by either export 
or “ear-marking”) of some $730,000,- 
009 during the autumn “run” upon the 

(Continued on page 31) 


With the exception of Fisher’s Index, U. S. 
Department of Commerce charts (right) 
are based on 1923-25, average — 
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Credit: 


colossus 


of 
commerce 


An analysis of credit as a 
world business force by DR. 
CLYDE WILLIAM PHELPS, 
Economist, Federal 
Trade Commission. 


The importance of credit and of 
the credit manager are not appre- 

Mj ciated today, nor have they ever 

been fully appreciated by the pub- 
lic, by employers—or even by the credit 
manager himself. The all-pervasive na- 
ture of credit in our modern economic 
society is still largely ignored, and a real 
grasp of its fundamentals is generally 
lacking. 

And thereby hangs a sorry tale of 
bank suspensions, of overexpansion and 
failure on the part of big and little busi- 
nesses, of much of the common every- 
day financial difficulties of men all the 
way from humble laborers and clerks to 
presidents of corporations, of unfortu- 
nate sales of South American and other 
foreign bonds to gullible investors, of 
overproduction and maldistribution of 
economic goods, of fraudulent bank- 
ruptcies, of ruinous experiences in se- 
curities and in real estate, of today’s 
resurrected but unsound theories for 
abandonment of the gold standard, for 
silver remonetization, bimetallism, fiat 
paper money, the dole, and scores of 
others, of the world’s greatest crisis and 
depression in a land of plenty—and of 
underpaid credit managers who are 
treated as clerks and office boys by their 
unenlightened employers. 


Not that credit is the sole cause of all 
evil; not that credit is the one and only 
business force responsible for such 
tragedies. No, not at all. But it is with- 
out doubt the major and dominating 
force in business in modern times. Yet 
its importance is neither realized nor its 
fundamental principles fully understood 


Credit straddles the world as Colossus 
bestrode the harbor of ancient Rhodes 


by our lagging minds which have failed 
to cope with the problem of controlling 
the gigantic and intricate economic ma- 
chine which we have erected. 

Years ago a distinguished German 
economist of the New Historical School, 
Hildebrand, advanced the thesis that the 
whole history of economic development 
could be divided, on the basis of the ex- 
change medium, into three main epochs: 
first, a period of thousands of years of 
barter economy when trade proceeded 
upon the basis of reciprocal gifts or of 
“swapping” goods; second, a stage of 
some hundreds of years of money econ- 
omy; third, and finally, our modern 
credit economy in which credit has not 
only displaced money as the main me- 
dium of exchange but has profoundly 
affected our entire economic structure. 

Plant, equipment, public works and 
other fixed capital are built upon credit; 
the current operations of production and 
distribution of economic goods and 
services are financed on credit; even the 
consumption of everyday commodities 
and services proceeds, to a formerly 
hitherto unheard of extent, upon the 
basis of credit. 

We talk glibly of our modern “ma- 
chine” civilization. Yet we fail to see 
what is more fundamental, namely; that 
under all these marvelous machines, tre- 
mendous factories, great banking insti- 
tutions, far-flung railroads, ambitious 
real estate undertakings and all other 
business activity stretches the thin and 
delicate fabric of credit upon which 


modern economic life moves and strives. 
And when, by ignorance of economic 
principles and mismanagement of credit, 
that fabric is weakened or disrupted, the 
wheels of our machine civilization fal- 
ter, slow down or cease altogether their 
erstwhile merry revolutions. This indi- 
cates emphatically the present impor- 
tance of credit and of the credit man- 
ager. 

The theories offered in explanation of 
business crises and depressions are legion. 
An eminent English teacher of political 
economy thought he could explain de- 
pressions by sun spots, a German eco- 
nomist felt that the cause was to be 
found in the difference in the rhythms 
of organic and inorganic production, an 
American professor of economics as- 
cribes the recurrent periods of depres- 
sion to variations in rainfall. 


But scholars today will generally 
agree upon the following four facts: 1. 
That a truly satisfactory explanation of 
business cycles must be an eclectic 
theory giving consideration to both the 
“goods” side and the “money” or credit 
side of the situation; 2. That there is no 
one specific cause or fixed set of causes; 
3. That, whatever the causes may be, 
the crisis itself is due to the develop- 
ment of a maladjustment or condition 
of unbalance in the economic structure; 
4. That, whatever the causes may be, 
business overexpansion, crisis and de- 
pression cannot take place unless there is 
mismanagement and inflation of credit. 

To put it briefly, the broad funda- 
mental explanation of crises and depres- 
sions in this modern credit economy of 
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ours resides in two main facts: 1. The 
mismanagement and inflation of credit, 
and 2. The overproduction or condition 
of unbalance in certain fields which re- 
sults from this abuse of credit. It is not 
claimed that credit inflation is the cause 
of crises, but it is true that credit in- 
flation is the tool which must be em- 
ployed to create these crises. 

The present depression, from which 
we at last appear to be slowly emerging, 
was made possible by the same funda- 
mental forces which provoked the 1920- 
1922 breakdown, the imperfectly liqui- 
dated effects of which it bears. The so- 
called ““New Era” boom from 1922 to 


1929 culminated in the greatest depres- . 


sion of all time because of unjustified 
extension and incompetent management 
of credit (world wide in scope) which 
gave rise to widespread overproduction 
in many lines. 

Since few individuals have any but a 
vague realization of the tremendous im- 
portance of credit in modern economic 
society, people in general have been dis- 
posed to doubt the fundamental part 
played by credit mismanagement in 
causing overproduction and maladjust- 
ment in the economic structure. There- 
fore, I present below some interesting 
tabulations of the amounts outstanding 
in 1922 and in 1929 of certain (not all) 
types of credit in the United States. 





These tabulations present only a par- 
tial list of the various types of credit, 
but they show that bank credit, selected 
types of mortgage and bonded indebted- 
ness and brokers loans made the astound- 
ing increase between 1922 and 1929 of 
$52,651,543,000 to reach a figure of 
$163,214,299,000 in the latter year. 
They suggest something of the immen- 
sity of credit as a business force. 

The figures unfortunately do not in- 
clude the large outstandings of commer- 
cial credit extended by manufacturers 
and middlemen upon which no satisfac- 
tory estimates are at present available. 
Neither do they include consumer credit 
(which comprehends retail credit, in- 
stalment credit, small personal loans and 
life insurance policy loans—the total of 
all four having been estimated at $11,- 
700,000,000 in 1929), credit extended 
to foreigners by bankers and investors, 
nor several other types of credit. 

A hasty glance at the tabulations re- 
veals some interesting details in the de- 
velopment of credit strain between 1922 
and 1929, indicating apparently that 
while credit extended to railroads in- 
creased by less than ten per cent, the 
credit extended to industrial and mining 
companies and to public utilities almost 
doubled, and that extended on real es- 
tate more than doubled; while the Fed- 
eral government eased the credit strain 


SOME TYPES OF LONG TERM CREDIT OUTSTANDING* 


Type: General 


I i BE i  edlindin ec mines 
Urban real estate mortgages®.................. 
U. S. industrial and mining bonds*............. 
NO I RII sc iin e sinis a desiecscecense 
i oon nencadisnns a mansen's 


Government 


U. S. Government indebtedness’............... 
State and local government indebtedness........ 


Other 


Federal Land Bank mortgages outstanding....... 
Joint Stock Land Bank mortgages outstanding. .. 
Federal Intermediate Credit Bank loans and discounts®........ 


Total. 


ee ae eer eae 


SOME TYPES OF SHORT TERM CREDIT OUTSTANDING* 


Type 


Loans and discounts of banks’................ 
Federal Reserve Credit®.......0...........8- 
Brokers loans® ............ hey dis pet asa ok 


sede elie Reid lhe lee nc Ra eto Ni ge ies 


1922 1929 

Sepine ls eas $7,857,700,000 $9,486,500,000 
VN cease a 13,023,500,000 27,106,900,000 

é see arhig ene a 8,200,000,000 14,900,000,000 

whiners aratageae’s 7,300,000,000 13,900,000,000 

eee 10,528,376,000 11,467,121,000 

ésik ee SESS $46,909,576,000 $76,860,521,000 

een ees $22,964,079,000 $16,931,198,000 

ee wc olatmeeeraca 8,689,740,000 15,857,370,000 

weenie Gees $31,653,819,000 $32,788,568,000 

sib Sereve. wider $639,486,000 $1,197,950,000 

aetieiapie wee 218,700,000 626,900,000 

42,732,000 76,091,000 

a oR peaee $900,918,000 $1,900,941,000 

i Rbeaieaietn: ait $79,464,313,000  $111,550,030,000 

1922 1929 

sake oe ae $27,860,443 ,000 $41,376,269,000 
o8 bmibpieler «9 1,433,000,000 1,739,000,000 
+ shiner smelns 1,805 ,000,000 8,549,000,000 
amen eatele ea $31,098,443 ,000 $51,664,269,000 


* As of December 31 except where otherwise noted. 


_ 000,000,000, 


1 Data are for 1920 (census) and 1927, Yearbook of Dept. of Agriculture, 1931. 

? Estimate of Persons, C. E., “Quarterly Journal of Economics,” November, 1930. 

3 These estimates for 1922 and 1929 are confirmed by a national statistical organization. There 
are no official estimates covering total bonded indebtedness of all corporations. For the year 1928 an 
unofficial but widely accepted survey estimated ‘the total outstanding bonds and notes of all cor- 
porations at $47,118,810,000. 

* Exclusive of bonds held by railroads themselves. *End of fiscal year. 

® Data are for December 31, 1923, and December 31, 1929. 

7 June 30, 1922, and June 29, 1929, Reports of Comptroller of Currency. 

* Dec. 30, 1922, and Dec. 28, 1929, Federal Reserve Bulletins. 

* Dec. 1, 1922, to peak in September, 1929, N. Y. Stock Exchange. 
* 
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by reducing its indebtedness approxi- 
mately $6,000,000,000, the state and 
local governments offset this action by 
increasing their indebtedness by over 
$7,000,000,000; a regular bank credit 
extended by the ordinary commercial 
banks vied with real estate credit in add- 
ing the largest absolute amounts to the 
credit structure — approximately $14,- 
and brokers’ loans in- 
creased by over 400 per cent to arrive at 
$8,549,000,000 in September, 1929. 

All in all, the figures indicate a won- 
derful and reckless credit spree, a ter- 
rific expansion of many types of credit 
in the late, lamented ‘“‘New Era.” This 
great outpouring of credit permitted 
and incited great overexpansion in very 
many lines of business. And the head- 
ache and hangover is still with us. 

Yet, at this very moment the press of 
the country as well as its legislators are 
being flooded by one thousand and one 
panaceas for the depression, nearly every 
one of which projects call for a wild 
eyed, pitifully unsound, but seductive 
and dangerous orgy of inflation! When 
are we ever going to get a sound grasp 
of the science of economics and the 
theory of credit; when are we going to 
understand credit and tame the mighty 
force ta serve us instead of letting it 
wreck us? When? When the average 
employer, banker, credit manager, and 
every other person who takes upon him- 
self the handling, extension or control 
of credit stops claiming or thinking that 
he knows all about credit and realizes 
that he knows virtually nothing. 

The facts being what they are, it is 
the thesis of this paper that a new 
orientation in business thinking which 
would more fully emphasize the out- 
standing importance of credit in mod- 
ern economic society is much to be de- 
sired. It appears that all economic and 
business thinking might well start out 
with the “Credit Approach,” for it is 
believed that an understanding of credit 
theory presents the best key, the best 
approach, to an understanding of our 
modern economic. life. 

It is unfortunate. that as yet in this 
country so many credit managers 

(above all men!) refuse to study the 
theory of credit and the fascinating 
science of economics upon which it is 
based. The great majority of credit men 
still stubbornly decline to try to make 
their job a profession. 

It is peculiar to note that the ordinary 
wholesale or retail credit man, because 
of inadequate study and lack of theo- 

(Continued on page 35) 





































































Like the chemist, the insurance 
analyst, by a thorough, impar- 
tial breakdown, can prevent 
trouble after the trouble of 
fire, accident and other loss. 


by H. J. VOGEL 


“Good insurance management is al- 
most axiomatic with good credit 
M management.” 

The above quotation from the 
pages of the October issue of CREDIT 
AND FINANCIAL MANAGEMENT may 
quite easily lead to some bewilderment 
as to just what constitutes good in- 
surance management. No _ general 


method for arriving at a satisfactory 
state of insurance management has as 


yet been devised although each credit 
man or other executive charged with 
the supervision of the insurance affairs 
of his firm or corporation has taken 
some steps in that direction. In order 
that executives may assure themselves 
that the insurance affairs of their or- 
ginizations are being handled in ac- 
cordance with good insurance practice, 
it is absolutely necessary that they ob- 
tain information relative to insurance 
matters in general, and their line of 
insurance protection in _ particular, 
which is much broader in scope than 
that which is usually readily accessible 
to the layman. Several sources of in- 
formation have been more or less suc- 
cessfully developed by executives. 


One form of obtaining information 


of this character is through the medium. 


of discussion of insurance with friends 
and business associates; in other words, 
through the exchange of ideas. This 
method, of course, is limited by the 
amount of information of value that 
your friend or associate has to impart. 
Generally he in turn is trying to ex- 
tract points of information from you. 

Some executives attempt to obtain 
advice on their insurance problems by 


Insurance 


allowing brokers or agents competing 
with their own broker to analyze the 
various contracts of insurance carried 
and to report the result of such analysis. 
From a purely competitive angle this 
method may have merit, but as a 
check-up on your insurance “short- 
comings” it has little value. This 
method also has an angle which should 
be carefully considered before permit- 
ting the analysis to be made. In the 
first place, you have expressed confi- 
dence in your current broker by engag- 
ing him to handle your insurance af- 
fairs; it is at least uncomplimentary to 
him to allow a competitor to review his 
work. In nearly all cases of this na- 
ture the competing broker or agent is 
motivated in his desire to make the 
analysis by the prospect of securing 
new business. Few brokers or agents 
will willingly agree to survey a group 
of insurance policies unless there are 
some prospects of this kind in evidence. 

It is also a fact well known to the 
insurance broker or agent that the eas- 
iest way to reach a prospect for the sale 
of insurance is through the prospect’s 
pocketbook. Consequently, most of the 
effort usually expended in a broker’s 
survey is directed toward a reduction 
of insurance costs. This means that 
the survey or review completed under 
these circumstances has generally con- 
sisted of a battle with the dollar mark. 
The phraseology used in connection 
with the written portion of the various 
contracts is sometimes touched upon in 
such a review, but it is seldom that the 
importance of this phase of insurance 
is recognized as it deserves to be. 

In addition to the limitation men- 
tioned is the fact that most brokers and 
agents are bound by a certain amount 
of routine which applies to the office 
which they represent. It might be 
quite possible to request six brokers or 
agents. to review your insurance con- 
tracts and to have each of them submit 
a report containing their findings and 
recommendations. Upon receipt of 
these six reports it will probably be 
found that they agree on the funda- 
mentals of your insurance structure; 
they will more or less likely not agree 
on many of the specific subjects touched 
upon, each broker or agent having sub- 
mitted his report to advance the par- 
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ticular method of insuring as practiced 
by his individual office. Each report 
will doubtlessly contain material of 
value which is not contained in the oth- 
ers, and this condition itself proves that 
all six of the reports are necessary if 
ALL the information is to be available 
to the policy holder. 

Many executives require their cur- 
rent broker or agent to make periodic 
reviews of all policies carried and sub- 
mit a report with recommendations for 
changes. The perfection of this 
method is limited by the fact that the 
broker himself originally prepared, or 
was responsible for the preparation of, 
the policies and, in consequence, has 
already inferred at least to his customer 
that the policies he had issued were not 
only suitable for the assured but were 
the best forms of coverage available for 
him. Seldom will a broker offer his 
customer any strenuous criticism of his 
own work. 

Some executives have all insurance 
contracts examined by their attorneys 
to insure that they have been properly 
executed. This method, too, has its 
limitations. The attorney, no doubt, 
is qualified to offer an opinion on the 
subject matter which is usually con- 
tained in the policy examined, although 
he seldom is in possession of the in- 
surance rules of practice in force at the 
location of the insured property. An 
instance of this kind recently came to 
my attention. A corporation whose 
policies I was employed to review had 
manufacturing plants in a number of 
widely scattered states. The rules of 
practice in each of the states concerned 
differed as widely as their location. 
The attorney had voiced his approval 
of all the contracts as written and yet 
it is a fact that fifty-eight of these pol- 
icies did not cover the insured property 
and protect him as he believed he was 
protected. 

These calculations have proved the 
importance of professional insurance 
analysts who confine themselves entirely 
to that work, and who have no interest 
one way or the other in the client’s in- 
surance. 

The professional insurance analyst 
has been practicing in this country for 
many years although the value of his 
services has not been accorded general 
recognition except during the past ten 
years. During that period, however, 
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Learning through loss is a common but costly procedure. 


more and more industrial and commer- 
cial corporations have come to rely 
greatly on the services rendered by 
members of this profession. 

There are many advantages in em- 
ploying the services of a professional 
analyst rather than the more commonly 
used methods mentioned before. He 
has no insurance to sell and conse- 
quently has no motive of inducing you 
to buy additional insurance; he has no 
connections with insurance companies, 
enabling him to submit a report which 
is unbiased and unprejudiced in all re- 
spects; he has no brokerage connections 
and consequently has no desire to dis- 
turb your present insurance relations; 
he has examined insurance as it is writ- 
ten by hundreds of the best informed 
brokers and agents in the country, thus 
enabling him to furnish a composite so- 
lution of any insurance problem of the 
client through such experience; he has 
been especially trained in insurance 
phraseology and its relation to the par- 
ticular policy on which used; his experi- 
ence has enabled him readily to detect 
errors in the preparation of any policy 
which might easily be overlooked, dur- 
ing a more or less superficial examina- 
tion of them. 

I would like to relate some interest- 
ing instances of my own experience in 
the course of my professional duties. 


In a large Southern city I reviewed the 
policies of a building materials concern 
operating two different location within 
the same city. Their broker had had 
special forms printed for their fire in- 
surance policies, the forms which were 
to apply at each location being of differ- 
ent colors. This was for the purpose 
of convenience and to segregate easily 
the insurance at each of the locations. 
Obviously the correct location of the 
insured property should have appeared 
on the form applying to that property. 
The printer, however, neglected to 
change the location line as he proceeded 
with the printing of the colored forms 
and his error was not detected by the 
broker or the policy holder. This re- 
sulted in forty eight fire insurance pol- 
icies representing approximately a half 
million dollars in insurance covering 
only one location whereas the insurance 
should have been distributed between 
the two locations. 


When this was brought to the brok- 
er’s attention by our mutual client, the 
former protested that the color of the 
form would have served to indicate the 
location covered by the policy to which 
it was attached. He neglected to state, 
however, just what method might have 
been developed to induce the insurance 
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companies involved to admit or 
accept any liability at the loca- 
tion not mentioned on the form 
or policy. I may add that the 


rate of premium would, in this case, 
have been of no value in determining 
the location intended to have been cov- 
ered by the policies as the rate was the 
same in both locations. 

In a city near New York I examined 
the policies of a corporation manufac- 
turing toys. During the currency of 
their fire insurance policies the firm had 
installed a lacquering process which 
greatly increased the hazard. The pres- 
ident of the corporation advised his in- 
surance broker of the installation and 
was in turn advised by the broker to 
“say nothing about it, as it will in- 
crease your rate”. Had this manufac- 
turer sustained a fire loss during the 
continuance of this subterfuge, legally 
he could have collected absolutely noth- 
ing from his insurers. 

I have been confronted on many oc- 
casions with lines of Use and Occu- 
pancy insurance written to cover an 
organization who operated their plant 
oc business only a portion of each year, 
the straight per diem form of Use and 
Occupancy insurance having been fur- 
nished for the insured’s protection. The 
annual amount of coverage corre-. 
sponded with the amount the insured 
might have lost during the few months 
they operated the plant. Naturally, 
had they sustained Use and Occupancy 
loss during the active period they would 
have collected but half their loss de- 
spite the fact that they had attempted 
to insure themselves fully. 

I recently reviewed a Food Products 
Liability policy carried by the manu- 
facturer of a well known and widely 
used condiment. The policy protected 
in case of sickness, death or injury 
from use, handling or consumption of 
the product of the assured when con- 
sumed on the assured’s premises. This 
executive wanted, and believed he had 
purchased, protection against such lia- 
bility losses anywhere. Incidentally, 
his company had carried that same 
form of policy for a number of years 
without this glaring error having been 
discovered. 

Many times firms insure property 
under “blanket” forms of fire insur- 
ance and subsequently purchase an ad- 
ditional policy covering specifically on 
one of the items “blanketed”. This in 
spite of the fact that policies written 

(Continued on page 40) 


CREDIT and FINANCIAL MANAGEMENT... . FEBRUARY, 1932 





49¢ 


A comparative study of present price 
declines by FREDERICK C. MILLS, 


National Bureau of Economic Research 


The striking contrast between the 
course of the current price reces- 
lv sion and that of 1920-21 commands 
attention. In May, 1920, com- 


modity prices started downward after 
a sharp eleven-months’ advance which 
had carried the general level up 23 per 
cent and after a five-year advance 
amounting to 142 per cent. The level 
from which the decline started was not 
one which bore any of the aspects of 


permanence. The relations among dif- 
ferent elements of the price structure 
which existed in May 1920, had pre- 
vailed for only a short time. Flux had 
been the outstanding feature of the 
recent past. There had been no con- 
solidation of the economic positions of 
different economic groups, no making of 
long-term commitments on the basis of 
existing prices. As a result, when once 
the price decline was well under way 
the barriers to liquidation which are 
offered by a thoroughly consolidated 
position and a sense of permanence in 
commodity values were relatively weak. 


Changes in purchasing power, per unit, between 
1913 and October, 1931. Selected 
commodity groups 

Index Numbers of Purchasing 
Co Power enema 
Commodity July Oct. 
Group 1913 1922 1929 1931 
All raw materials...140 100 90 94 81 
Manufactured Goods.338 100 104 103 109 
Industrial raw ma- 
terials .......... 60 100 90 81 70 
All other products..418 100 101 103 105 
Foods ... 100 91 102 89 
Non-foods . aa 100 105 99 106 
Products of American 
farms, raw 100 92 100 75 
All other products..397 100 102 100 106 
Producers’ goods ...285 100 97 95 93 
Consumers’ goods ..193 100 104 108 111 
The numbers of price quotations given re- 
late to October, 1931. For earlier years the 
samples are somewhat smaller because of the ab- 
sence of comparable data. 


Within the eleven months of sharpest 
decline the drop amounted to 44 per 
cent, and the rate of decline per month 
averaged 5.1 per cent. Price recession 
was intense, but the violent change was 
concentrated within a period of less than 
a year. 

Sharply different was the creeping, 
persistent illness which began in July of 
1929. During eight years of but slight 
change in the general price level that 
consolidation of position which was ab- 
sent in 1920 had been effected. New 
price relations had been established dur- 
ing these years, new wage policies had 
been accepted, enduring commitments 
had been made, and a sense of the per- 
manence of the existing level of com- 
modity values had been built up. - 

All these conditions constituted bar- 
riers to a downward readjustment of 
commodity values, barriers which were 
particularly strong in industries with 
high overhead costs or with relatively 
heavy labor charges. There were forces, 
of course, which maintained pressure on 
commodity prices between 1929 and 
1931, but the relative slowness of the 
decline—1.3 per cent a month, as 
against 5.1 per cent during the stage of 
sharp liquidation in 1920-21—reflects in 
considerable part the continuing pres- 
ence of obstacles to liquidation which 
did not exist in comparable degree at the 
time of the earlier break. 

During severe price recessions all 
commodity groups suffer, whether their 
relative position be strengthened or 


Effects of the current recession on prices and 
related elements, with reference to a 
pre-war standard 


: July Oct. 
Economic Element 1913. 1929 1930, 


Wholesale price level 100 140 118 
Cost of living .. 100 172 164 
Retail food prices....... 100 158 144 
Prices received by farmers 100 140 106 
Prices paid by farmers... 100 155 144 
Per capita earnings, manu- 

facturing labor 228 212 


weakened as a result of the change. 
Subsequent economic developments, 
however, are materially affected by the 
character of the price readjustment oc- 
curring during and after such sharp 
general recessions. The drop of 1920-21 
left manufactured goods over-valued, in 
terms of earlier standards, and raw ma- 
terial under-valued; it left producers’ 
goods under-valued and consumers’ 
goods over-valued; it left agricultural 
products with low purchasing power, 
per unit, and non-agricultural products 
with high purchasing power. 

The present recession, like that of 
1920-21, has materially cheapened ag- 
ricultural products, raw materials gen- 
erally, and producers’ goods intended for 
ultimate human consumption. It has 
enhanced the real value per unit of non- 
agricultural products and of manufac- 
tured goods. Although the figures are 
not now available, it has certainly in- 
creased important elements of manufac- 
turing costs, per unit of product (costs 
being measured in terms of constant 
dollars). Finally, it has increased the 
real value, in terms of other commodi- 
ties, of processed consumers’ goods, a 
group which has been consistently high- 
priced during recent years. (These vari- 
ous groups are not, of course, mutually 
exclusive.) At present prices goods in 
shape for consumption and use by indi- 
vidual consumers are worth 11 per cent 
more, in terms of general commodities, 
than they were in 1913. Highest in 
price among these goods are non-foods, 
which have been particularly insensitive 
to the drop in general prices. These 
stood in October, 1931, 27 per cent 
above their 1913 values and 13.7 per 
cent above their July, 1929, values. 

The immediate significance of such 
changes in prices and in purchasing 
power is brought out by the following 
comparison. Between October, 1929, 
and October, 1931, aggregate factory 
payrolls, as measured by the revised in- 
dex of the Federal Reserve Board, de- 
clined 47 per cent. The prices of pro- 
cessed consumers’ goods, at wholesale, 
fell 26 per cent during the same period. 
This means that the volume of such 
goods that could have been sold to in- 
dustrial wage-earners if they were buy- 
ing at wholesale (without change in the 
proportion of their incomes expended 
for such goods) declined approximately 
28 per cent during this 24 month period. 
If the cost of living index be used in 
this comparison, the drop in volume of 
potential sales is materially greater, 
amounting to 36 per cent. 

The chief problem posed by these con- 
ditions is how the flow of goods to con- 
sumers is to be maintained, and stimu- 








lated, with the real or commodity value 
of raw materials so low, in comparison 
with earlier standards, and with the real 
value of consumers’ goods so high. After 
the depression of 1921 the economic ad- 
vance was resumed without a complete 
restoration of pre-war relations among 
the different elements of the price 
system. 

The solution of that problem was 
facilitated by an extraordinary and un- 
precedented increase in industrial pro- 
ductivity—an advance of 13.5 per cent 
in physical output per wage-earner be- 
tween 1921 and 1923, on top of an in- 
crease of 3.0 per cent between 1919 and 
1921. The aggregate purchasing power 
of agricultural producers and of pro- 
ducers of certain other raw materials re- 
mained low, but this remarkable gain in 
industrial productivity with a concur- 
rent growth in physical volume of pro- 
duction, and the marked price advan- 
tage enjoyed by manufacturing pro- 
ducers after 1921 permitted a great ad- 
vance in the aggregate purchasing power 
of industrial wage-earners and of other 
groups drawing their incomes from 
manufacturing industries. The increased 
purchasing power of these groups and 
the opening up of new foreign markets 
more than compensated for the low pur- 
chasing power of agricultural producers. 

These conditions permitted the initia- 
tion of revival and the resumption of 
the movements of goods to consumers 
in normal volume, even though such 
goods were relatively high-priced. To- 
day’s price situation is that of 1921 in 
aggravated form. The conditions of 
economic recovery in the present in- 
stance remain to be determined. 

On the price side there are three 
clear-cut alternatives. One is a resump- 
tion of activity under existing price 
conditions, conditions marked, essen- 
tially, by relatively high prices to con- 
sumers and by relatively low prices for 
the raw materials on which the incomes 
of important consuming groups depend. 
Another alternative is continued liqui- 
dation of the prices of manufactured 
goods, particularly those intended for 
human consumption, until something 
approaching pre-recession parity with 
raw materials is restored. A third alter- 
native is the restoration of more satis- 
factory terms of exchange between these 
two broad classes of goods through ad- 
vances in the prices of materials, rather 
than through further liquidation of 
manufactured goods. 

The first is not an impossible alterna- 
tive. The shattering of established price 
relations is not a necessary barrier to 
economic recovery. A modern economic 
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system functions not under one rigor- 
ously prescribed set of conditions, but 
may adapt itself to a variety of alterna- 
tive situations. (The process of adapta- 
tion may, to be sure, be slow and pain- 
ful.) Adaptation to altered price rela- 
tions which might be adverse to prompt 
revival may be facilitated by favorable 
conditions elsewhere in the economic 
system, as was the case during the re- 
covery of 1921-22. But such favorable 
conditions — rapidly enhanced produc- 
tivity, highly favorable opportunities 
for expansion in foreign markets, the 
exploitation of a novel credit mechan- 
ism—may not be surely counted upon 
to play their magic role again. In de- 
fault of such developments the persis- 
tence of existing price inequalities, with 
their accompaniment of low purchasing 
power among domestic agricultural pro- 
ducers and among important foreign 
producers of raw materials, may exercise 
a continuing adverse influence upon 
business recovery. 

Further liquidation of the prices of 
manufactured goods is another possibil- 
ity offering one means of restoring the 
deficient purchasing power of large 
groups of consumers. To date, raw ma- 
terials have lost close to 40 per cent of 
their 1929 value, per unit (in terms of 
current dollars), while manufactured 
goods have lost approximately 25 per 
cent. 

If parity is to be restored through re- 
duction of the prices of manufactured 
goods until this gap is bridged, further 
rigorous deflation is necessary. Exten- 
sive wage and salary reductions will be 
inevitable; a further writing-off of in- 
vestment values, with all that that im- 
plies, will be unavoidable; all the innu- 
merable readjustments of debtor-credi- 
tor relations and of other economic re- 
lations which drastic changes in the 
general level of prices involve will be 
required, in intensified degree. Nor can 
we be sure that a reduction of the prices 
of manufactured goods to a level of 40 
per cent below that of July, 1929, (and 
some 15 per cent below that of 1913) 
will attain the required end. For in the 
meantime continuing economic distress 
may well force lower the level of raw 
material prices—and the pursuit will be- 
gin again. 








Comparison of price changes during three periods 
of recession, with respect to degree, duration 
and intensity of decline 


Intensity of decline 


Degree of Duration of (average monthly 


decline decline rate of decline) 
Period (per cent) (menths) (per cent) 
1907-08 8.2 a 2.1 
1920-21 45.3 20 3.0 
1929-31 30.2 27 (to October, 1.3 
1931) 





Recovery of the most seriously de- 
pressed prices offers another means of 
regaining a status favorable to a freer 
flow of goods and services. The severe 
strains of liquidating further the prices 
of manufactured goods and of services 
would be largely avoided by a strong re- 
covery of this sort. Even the beginning 
of such a movement would restore some 
of the lost purchasing power of raw 
material producers, for these goods react 
promptly to changes in monetary values 
and to the stirring reviving activity. 
The benefits of the readjustment would 
not have to wait upon the completion of 
the movement. 


This last method of attaining condi- 
tions of recovery after depression was 
the one which prevailed, without pre- 
meditation, during the quarter century 
preceding the 1920 crisis. The persis- 
tent, underlying force of a long-term 
advance in the level of prices operates to 
stimulate recovery, after depression, 
among raw materials, producers’ goods, 
and those other groups which are most 
sensitive to changes in monetary condi- 
tions. Some liquidation among fabri- 
cated goods there must be at such times, 
but the upward push of prices, affecting 
most immediately the commodity groups 
which suffer most severely in the cycli- 
cal drop, shortens and softens the down- 
ward revision of values and costs among 
the tardy elements of the price system. 

There is no present evidence that the 
rising trend of prices which character- 
ized the pre-war era has persisted. The 
record of the last decade indicates, in- 
deed, that a reverse movement may be 
under way. If this be true the force of 
the long-term movement, which tended 
to prolong phases of prosperity and to 
curtail liquidation and ameliorate its 
pains, may be expected to operate in the 
opposite fashion, prolonging liquidation 
and intensifying its difficulties. Prices 

(Continued on page 31) 





Changes in purchasing power, per unit, between 
July, 1929, and October, 1931 
Selected commodity groups 


Degree of 
Change in 
Number of Purchasing 
Price Power 
Quotations Commodity Group (Per cent) 
140 Raw materials .......... — 13.4 
338 Manufactured goods ..... + 6.1 
163 NE ao ant ao egies — 12.9 
315 pS eee ere + 7.3 
81 Products of American 
ORM CNW 668 OS 53 eS — 24.8 
397 All other products (includ- 
ing processed farm prod- 
MOTI. OE Sethe + 6.0 
285 Producers’ goods ........ — 1.9 
193 Consumers’ goods ....... + 2.8 


These measurements are based upon index numbers 
constructed by the National Bureau of Economic Re- 
search, from price quotations compiled by the United 
States Bureau of Labor Statistics. The index numbers 
are unweighted geometric means of relative prices. 
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The story of the proposed 
revision of the calendar by 


GILBERT PARKER HAYES 


January 1, 1939. 
= Make a note of that date for there 
Mu exists the possibility that 1/1/39 
will be one of the most important 
and significant dates in modern times. 
On the first day of the year one 
thousand nine hundred and thirty-nine 
a new calendar, a simplified calendar, 
may be placed in operation in this 
changing world of ours. 

Not the thirteen month calendar of 
which there has been much to-do and 
ado but a calendar of twelve months 
embodying a few minor but necessary 
changes whereby each day of each week 
of each month of each year will be uni- 
form in that there will be no variation 
as to day and date from one annum to 
the next. 

Why a uniform calendar, you ask? 
And the answer—why any uniform- 
ity? Why should not the calendar be 
uniform? There are a uniform number 
of seconds to the minute, minutes to the 
hour, hours to the day, days to the week, 
months to the year. Only, in the matter 
of months mankind has forgotten to 
regulate so that, without looking at the 
calendar, one can’t tell when February 
14, for example, will come this year, 
next year, or the year after. 


What a perplexing world this would 
be if some hours had fifty minutes, some 
sixty, a few sixty-three, and if one was 
made up of forty-eight minutes and 
twenty-two seconds, with the exception 
of each fourth day when it would have 
an extra ten seconds! Perplexing, in- 
deed, but no more so than our present 
calendar in which some months have 
thirty days, others possess thirty-one, 
one contains twenty-eight each year ex- 
cept every fourth year when it has an 
extra day—and children must be taught 
a rhyme to recite for the rest of their 
days whereby they can keep in mind 
which month has so many days and 
which one has not so many. 

Business which works with quarterly 
periods, plans ahead for many months, 
and tries to plan by comparison with 
previous periods is continually confused 
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Ancient stone calendars of primitive peoples now museumpieces 


by the changes of date and day and the 
variations as to date of similar periods. 
The business man should be interested 
in calendar reform; from the increasing 
evidence business shows, one can ascer- 
tain an aggressive rather than a passive 
interest. Recently the League of Na- 
tions devoted months of consideration to 
calendar reform and its adherents are 
looking forward to January 1, 1939, 
with the hope that on that day, which 
is a Sunday, they will see the new cal- 
endar adopted. They choose 1939 be- 
cause the proposed calendar would start 
each year on Sunday and so its inaugu- 
ration would be most easily accom- 
plished in 1939 or a similar year. 

From the World Calendar Associa- 
tion’s Journal we learn that until the 
World Calendar, a revised twelve month 
year, was proposed to the United States, 
only one proposal had been seriously 
considered, this being the International 
Fixed Calendar which called for a re- 
vision on the basis of thirteen months. 
The extreme step contemplated by this 
plan caused the formation of the World 
Calendar Association to advance a 
twelve month plan. 

The World Calendar reproduced on 
the next page, regulates the twelve- 
month year. It is balanced in struc- 
ture, perpetual in form. The twelve 
months are multiples of halves and 
quarters. The equal quarters consist of 
3 months; the first month has 31 days; 
the remaining two have 30 days. These 
quarters also comprise 13 weeks or 91 
days, of which 13 days are Sundays and 
78 are week-days. Each month has 26 
week days. 


The odd 365th day of the year is 
interpolated between December and 
January; the 366th day of Leap Year 
is set between June and July. These 
days are known as Year Day and Leap 
Day and fall on the second day of the 
double Saturday, the last day of De- 
cember and June. Year Day and Leap 
Day are designated as the second Satur- 
day, December 30th or December Y; 
and the second Saturday, June 30th or 
June L, with the year date following. 


January 1st and July 1st always fall 
on Sunday, the first day of the week, 
whereby the continuity of the week is 
maintained. Astronomical conditions 
are recognized and the quarterly divi- 
sions of the year conform to the four 
seasons. Religious customs are respected 
and upheld. Holidays are stabilized and 
placed on Monday wherever possible. 


In the World Calendar, the revisions 
are few; there are no drastic reforms; 
and the transition into the new order 
is made easy by the retention of the 
Twelve Months. 


If it is to the advantage of American 
business there is little doubt of the final 
success of the new calendar. Professor 
Charles Clayton Wylie, secretary-treas- 
urer of the University Association for 
the Study of Calendar Reform, and 
President of the Midwest Meteor Asso- 
ciation; H. Parker Willis, economist, au- 
thor, currency expert, and influential in 
the drafting of the Federal Reserve and 
Federal Farm Loan acts; John T. Mad- 
den, Dean of the School of Commerce 
at New York University, and President, 
The Alexander Hamilton Institute; 
William Henry Blood, jr., Vice-Presi- 
dent of Stone and Webster Engineering 
Corporation, former President of the 
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National Electric Association; George 
Gordon Battle, eminent New York At- 
torney; I. B. McGladrey of the Amer- 
ican Institute of Accountants; Mahatma 
Gandhi, who need not be identified— 
these are just a few of the hundreds of 
leaders in business and other spheres of 
activity who are favorably influenced 
toward a new calendar. 


In supporting the movement for re- 
vision they have supplied as cogent a 
set of reasons, taken all in all, as any 
reform movement ever was able to pre- 
sent with sincerity and with the realiza- 
tion that here are fundamental, non- 
superficial reasons for a change. 

Business is interested in calendar re- 
form. In the past century commerce 
has become internationalized and new 
methods of communication. have cut 
down time and space to a comparative 
minimum. Accordingly, standardization 
has become increasingly necessary and 
in the use of time there has come the 
realization that the present calendar ar- 
rangements are inconvenient because of 
a consequent lack of uniform business 
practice in the world. India, alone, has 
eight different calendar systems in op- 
eration; Africa has more than twenty! 

Statistical interpretation and com- 
parison is well-nigh impossible on a fully 
accurate basis because of continually 
changing days and dates. This is an- 
other reason for change. Others are 
based on (1) the cost, inconvenience, 
and annoyance of having stated meet- 
ings, or occurrences, or payments fall 
on different days of the week, and so 
have to be changed from time to time 
to adjust themselves to holidays and 
other irregularly recurring events. 

(2) Inspired by the greater regularity 
and availability to be attained in month- 
ly and other statistical comparisons, 
which now are thrown out of relation 
one to another by the variations in the 
length of months. 

(3) Influenced by the presumably 
more regular and standardized character 
that might be given to seasonal trade ar- 
rangements. 

Dr. H. Parker Willis establishes these 
three fundamentals as the basis for the 
economics of calendar reform: 

(1) Find a calendar system that will 


not destroy all existing comparisons, and’ 


(Continued on page 43) 
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YEAR DAY, December Y, follows the last day of December every 
year. In Leap years LEAP DAY, June L, follows the last day of june. 
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SPECIMEN TRIAL BALARCE 


QCTOBER 51, 1927 


Cash in Bank ereereeeerer eee eereee 
Accounts Receivable .....-+sse- 
Sales Pee eeeneseceesareesees 
Discount on Purchases ..se..+. 
inventory - January 2, 1927... 
Pur eereeeeaee en eeeeeeeteeene 
Labor eseeeeeeeneeeeeaeeee ee eeee 


Rent Peer eeeeraeeeereeeeneeesene 


Light & Power eeerneee er aeeeeeeee 
Stock & Shipping Seleries .... 
Designing eee eeer reese eeeereae 
Investments eeeeeea ee ee ee eeereee 
Packing Supplies eeereneeeenees 
Stationery, Printing & Postage 
General 


eeeeeeeeeeeeee 


Expense 
Machinery & Fixtures ...s.+0+ 
Commission ereevreteaneveeeneeeere 
Advertising Ceeeeeeereseesesee 
Office Salaries eeeeereesesves 
Insurance See eeeeeeseeereeenne 
Capital eee ee reseereeeerenere 
Accounts Payable ..cusesceeess 
Notes Payable Seance esresesese 
Traveling cccccccccosesesesece 
Ron Productive Labor ..scssess 
Interest secocccconsccesoveces 
Discount Allowed ..ceseseseess 
‘Drawings of Proprietor ....... 


Trial 
balance 
analysis 


lf properly weighed and 
analyzed, the trial bal- 


ance will bring out im- 
portant credit information. 








6,565.88 . 

16,151.30 

155,646.95 

7,521.00 
9,470. 20 
114,829.66 
16,185.73 
4,500.00 
209.5¢ 
1,162.05 
833.50 
9,452.50 
594.45 
228.85 
808.28 
5,582.26 
420.00 
150.00 


$2,576.67 
25,601.16 
9,000.00 








$ 206,147.76 § 208,147.76 © 





accounting point of view, is a list 

of all balances in a ledger, with 

the totals on the debit and credit 
side in balance. Generally, the trial 
balance serves no other function than 
its bookkeeping purpose. 

Maurice Goldberg and Company, Cer- 
tified Public Accountants of New York 
and Los Angeles, have devised an. “an- 
alysis of trial balance” which is par- 
ticularly effective for credit analysis 
purposes. 

Mr. Goldberg states that a “trial bal- 
ance” can be of significant value, if its 
different items are weighed and meas- 
ured, and their various relationships as- 
certained. In this connection he states 
that “‘a trial balance, when properly 
analyzed, may be used as a basis for de- 
termining the following pertinent 
facts: 1, current position; 2, net worth 
(estimated, where no inventory is ob- 


T= trial balance, from a strictly 
hu 


tainable) ; 3, progress; 4, operating ex- 
penses. Net worth statements reveal 
only current position and net worth. 
A trial balance may be used as a basis 
of obtaining data to reveal the four im- 
portant facts listed.” 

The Specimen Trial Balance of Octo- 
ber 31, 1927, reproduced on this page 
is a standard trial balance, giving little 
if any analytical information. The 
Classified Trial Balance and Analysis de- 
vised by Maurice Goldberg & Company 
and reproduced on page 21 shows a 
form that may be used to analyze the 
trial balance and obtain the important 
facts previously mentioned. 

In describing the use of the Classified 
Trial Balance Analysis, Mr. Goldberg 
says that “the specimen trial balance 
used as an illustration is an ordinary 
trial balance as taken from a general 
ledger. The very same figures appear- 
ing therein, when transferred to the 
classified trial balance form, immedi- 
ately assume an entirely different aspect 
and form the basis of a more intelligible 
understanding of these figures. It re- 
quires but little additional effort to ar- 
rive at the totals entered on the an- 
alysis of trial balance, which latter form 
is more in the nature of a summary of 
the classified trial balance. 

“The preparation of a balance sheet 
and condensed operating statement, as 
reflected here, is reduced to a relatively 
simple process of accumulating totals. 
The resulting data facilitates to a very 
marked degree a proper study by the 
business man of his operating tendencies, 
and to the credit department, all the 
underlying results of the customers op- 
erations”. 

You may easily check the figures on 
the Classified Trial Balance Analysis 
with the figures on the Specimen Trial 
Balance. Observe how much more sig- 
nificance these figures take on when 
studied in the comparative trial balance 
analysis form. 

The. summary of expenses and their 
percentage to sales gives you a quick 
picture of any expense items that may 
be out of line for a soundly managed 
business. You are also enabled to check 
the classification of expenses and apply 
them to the items covered. At any 
time a detailed breakdown of the vari- 
ous expense items may be-called for. 

A series of four or five of these Clas- 
sified Trial Balance Analyses is of the 
utmost credit importance. The balance 
sheet and profit and loss statements take 
on a broader significance when inter- 
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preted in connection with the Trial Bal- 
ance Analysis. A series of comparative 
Trial Balance Analysis Forms mirror the 
progress of the company with great 
clarity and simplicity. This form is of 
particular value in analyzing the busi- 
ness of a small or medium sized com- 
pany. 

The great value of the Trial Balance 
Analysis Form is in its ability to give 
quickly an accurate picture of the cur- 
rent position, net worth, progress and 
operating expenses within the confines 
of one document or statement. 


In order to analyze thoroughly the 
specimen trial balance and the trial bal- 
ance analysis illustrated in this article, 
it is necessary for you to have a balance 
sheet, capital statement and condensed 
operating statement for reference pur- 
poses. 

You will notice that the inventory 
given in the trial balance is $9,470.20, 
while the estimated inventory given in 
the balance sheet is $29,091.87. The 
difference, of course, is accounted for 
by the fact that the balance sheet must 
show the inventory as of the last date 
when it was taken. The trial balance 
is made out on October 31 and the 
yearly inventory was not taken until 
around January 1. 


CONDENSED OPERATING STATEMENT 
January 2 to October 31, 1927 


Sales— 


10 Months. . $135,846.93 
less Discount 
Allowed ... 11,174.81 
$124,672.12 
Cost: 


Inventory, Pur- 
chases, etc. . $140,485.59 
less Discount. . 7,321.00 


$133,164.59 
less Estimated 
Inventory 
10-31-27 .. 29,091.87 
104,072.72 


Gross Profit .. 
DEDUCTIONS: 
Indirect Expense 7,043.04 
Selling Expenses 842.00 
Sundry Expense 4,006.66 
Drawings of 
Proprietor 5,063.73 
16,955.43 


Net Profit—10 Months...$ 3,643.97 


$ 20,599.40 






























































BALANCE SHEET 
October 31, 1927 


Assets Liabilities and Capital 
Cash in Bank........... $ 8,365.88 Accounts Payable ........ $23,601.16 
Accounts Receivable .. 16,151.30 Notes Payable ........... 9,000.00 
Total Current Assets. . $24.517.18 Total Current Liabilities... . $32,601.16 
Inventory (Estimated) .... 29,091.87 
Total Current and Trading 
PN ees oh 53,609.05 
Investments ........ 9,432.50 
Plant and Equipment $582.25 
————— Total Liabilities .......... $32,601.16 
IE in us emeree. Coe... wy... e- 36,022.64 
$68,623.80 $68,623.80 
CAPITAL STATEMENT 
Balance beginning of year............. $32,378.67 
Profit to October 31, 1927 (estimated).. 3,643.97 
Capital October 31, 1927.............. $36,022.64 









‘ Anets — ines 20 3)8 “al 3 Fi 
Totat Current Liabilities (lines $/ to $3) $ 32 Se 46 


Total Assets Exclusive of Mave Inventory) (lines / aoa 8 
Fatt Li, Reine 8 Coit baieing. lines toon d% 





Merchandise Costs: 
lichentaig, ot Kiacanides purchases, labor, ete. (lines /03 vies $ +o 4IS:< 
less Material Sales (line ie 











less Material to Contractors (line i. 
less Prime Cost of Sales (Estimated) $ 
CB % of Sales ae SHE. 93 ) 4th 393. 72. 
Egtim_sHéd $ 


1927 $ 29.09/. £7 


ESTIMATED MERCHANDISE INVENTORY ON /o—3/ 


Mdse. Inventory necessary to keep capital intact $ >5 447.490 


Estimated Inventory $ >4: of 47 








ESTIMATED PROFIT <ORiebO68-soccncevaem $ DO 649 97 


SUMMARY OF EXPENSES (Exclusive of Discount) 
Indirect Cost (Lines//3 0 1/8) $ 





Selhng Expense ..... (Lines/>? to /2 £) $ 
Sundry Ex, ———~ (Lines 13 10/43) $ 

_ Salaries t (Liness¥7to §=—) $ 
Bad Accounts Written Of (Line $s 

| TOTAL $ 








“| plead for 


constructive 


collection 


ee 
service 


says WALTER C. FOSTER, Director, Adjustment-Collection Bureaus Department, 
N. A. C. M., in this declaration against the unethical practices of pay-in-advance 
collection agencies. 


A gaudily painted automobile 
marked with the name of a “pay-- 
hu 


in-advance” collection agency stood 

in the front of a certain citizen’s 
home in a Southern city recently. It 
remained there for more than an hour. 
The neighborhood was aroused. The 
citizen and his family were indignant. 
The object of this by-play was the col- 
lection of a past due account. It failed 
of its purpose. It was the wrong ad- 
dress. The car was standing in front of 
the wrong man’s house! : 

Non-profit-making organizations, like 
the collection departments of the Asso- 
ciations making up the National Asso- 
ciation of Credit Men, and profit-mak- 
ing, privately-owned agencies in good 
repute are facing this sort of compe- 
tition today when ratios of collectibility 
of claims placed with collection media 
are abnormally low. 

Fly-by-night agencies appear, make a 
desperate bid for collection business and 
disappear, all with kaleidoscopic rapidity. 
Apparent desperation is noted in the 
solicitation methods of these agencies 
which are struggling so hard to keep 
their heads above water in these 
troublous times. Unfortunately, some 
credit executives have appeared equally 
desperate in their efforts to contract 
with some collection medium offering 
unusual, and at first glance, effective 
methods of converting the delinquent 
accounts receivable into cash. 


In spite of the fact that the ordinary 
collection agency or firm of attorneys 
furnishes its own working capital and 
renders collection service for the fee 
only, an unsound type of collection 
service is being promoted, and has for 
years been promoted, among credit man- 
agers generally and the members of the 
National Association of Credit Men, 
which is just as costly so far as claims 
actually collected are concerned, and yet 
imposes upon the creditor additional 
cost in the way of an advanced fee, the 
amount depending upon the type of 
contract subscribed for. 

What is a pay-in-advance collection 
agency, and what advantages can it 
offer which agencies handling claims on 
a contingent basis do not possess? What 
can they do ethically that their com- 
petitors are barred from doing? Many 
credit executives who have signed con- 
tracts with these agencies have asked 
themselves these questions, but unfor- 
tunately after having entered into these 
contracts. There is no question as to 
the strict legality of the contract itself 
in most instances. In consideration of 
the advance payment, the company 
agrees that, should it collect nothing 
from the total amount of claims which 
the creditor agrees to send in, it will 
remit to the client the full, original 
amount of the advanced payment, some- 
times even agreeing to add interest. Of 
course, if a single dollar were collected 
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or reported as collected, the option 
would be void and the creditor would be 
left holding the bag. In addition, the 
contract generally calls for many acts 
on the part of the client which, if vio- 
lated even technically, would offer 
grounds for the company to retain the 
advanced fee without giving the client 
any recourse whatsoever. 

These contracts generally carry the 
same collection charge on amounts real- 
ized that the creditor would have to pay 
for service of any of the accepted 
type of agencies which operate solely on 
a contingent fee basis. Sometimes, by a 
clause in the contract, a set of rules and 
regulations very technical in nature is 
made a part of the contract itself. Un- 
fortunately the credit executive fre- 
quently overlooks these provisions. 
When dissatisfied at some later date, he 
finds that he has failed to comply with 
some of these regulations and is unable 
to recover the advanced fee. High pres- 
sure salesmanship can be very effective 
with the credit manager who is finding 
his accounts receivable item top-heavy 
in his monthly statement and who 
knows that the attorney or lay agency 
is having unusual difficulty in these try- 
ing times. The contract which he fails 
to construe technically will probably be 
easier for counsel to understand and 
advice of counsel is highly desirable be- 
fore the contract is signed. 

I plead for constructive collection 
service. Credit grantors never before 
were in such great need of the type of 
service which will bring in the money 
and at the same time keep the debtor 
as a customer. Plain, common sense and 
diplomatic approach are necessary. 
Spectacular methods are never justified 
in organizations trying to be ethically 
correct in their tactics. 

There is no magic to be worked in 
collection service. A plan, uneconomical 
on its face, should be entered into with 
caution. The sad experience of mem- 
bers of the National Association of 
Credit Men who have believed in magic 
to their loss is on file in the Associa- 
tion’s offices. The Editor of this maga- 
zine is interested in completing this file 
by knowing the experience of those who 
have not heretofore complained. 
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Analysis of U. 


presented exclusively in Credit and 
Financial Management 


On this page appears a summary of 

the Statistics of Bankruptcy for the 

ly United States for the fiscal year 

ended June 30, 1931, recently made 

available through the Annual Report of 

the Attorney General of the United 

States. (Copies of the complete report 

may be obtained from the U. S. Gov- 

ernment Printing Office, Washington, 
D. C.). 


On the two following pages is pre- 
sented an analysis of the Bankruptcy 
statistics for each of the Judicial Dis- 
tricts of the United States, computed 
by CREDIT AND FINANCIAL MANAGE- 
MENT from the Attorney General’s 
Report. 


The item, Attorneys’ Fees, listed in 
the fifth and sixth columns of the an- 
alysis on the next two pages is included 
in the item “Total Administrative Fees 
and Expenses” which constitutes the 
third and fourth columns of the analy- 
sis. The figures on this and the follow- 
ing pages include those for Alaska, 
Porto Rico and Hawaii. These annota- 
tions are made to facilitate comprehen- 
sion of the analysis. 


A comparison of this analysis with the 
analysis of the bankruptcy figures of 
the previous fiscal year made in CREDIT 
AND FINANCIAL MANAGEMENT in Jan- 
uary, 1931, brings out several interesting 
points. Creditors lost $74,603,342.76 
more through bankruptcies last year 
than during the previous fiscal year and 
they got back less on each dollar of 
their claims, according to the analysis 
of the Attorney General’s report pre- 
pared by CrepIT AND FINANCIAL MaAN- 
AGEMENT. 


Creditors received 6.70 cents on the 
dollar in bankruptcy cases concluded 
during the fiscal year ending June 30, 
1931, while during the previous fiscal 
year they received 8.63 cents on the 
dollar. They lost more, in the aggre- 
gate. The total bad debt loss through 
bankruptcy for the ‘fiscal year period 
was $941,033,610.33, compared to 
$866,430,267.57 during the previous 
year. Figures for the calendar year 
1931 are not yet available. 

A striking fact brought out by the 


S. bankruptcy statistics 


analysis was that court costs, attorney’s 
fees and other expenses of administra- 
tion were sharply reduced, leaving more 
of the bankrupt’s dollar for creditors. 
Last year expenses of administering 


bankrupt estates took 22.09 per cent. 
of the amount realized, while during 
the previous year these expenses ate up 
20.91 per cent. of the amount realized, 
and in 1929, 22.42 per cent. 


STATISTICS OF BANKRUPTCY FOR THE FISCAL YEAR 1931 










































SUMMARY FOR THE UNITED STATES Voluntary Involuntary Total 
A. Cases pending, concluded, etc.: 
1. Pending at the close of previous fiscal year--..-- 16, 242 61, 410 
2. Filed during fiscal year__...............- mea 6, 555 65, 335 
3. Concluded during year, including petitions dis- | 
missed and compositions confirmed-.-....-..-- 60, 322 
Le ee eae 66, 423 
5. Petitions dismissed.............. .....--.---.0.- 2, 155 
6. Compositions confirmed___...._....-..._--.---- 
Nature of business of bankrupt in cases concluded (in- 
cluding petitions dismissed and compositions 
confirmed): 
WG ceca ce 29 Eh cece ccebanas 4, 026 
I een 29, 814 
io cocrlacs ance Tue eiaeidnwsnucenaase 13, 537 
a 3 
a east A 
eS on ipa chun oe pad awuaecinoean 10, 314 
13. a cit saci caincoh Uke sills paps bcccaatel 60, 322 
B. Liabilities: 
1. Represented by priority, secured, and lien 
ria ciid-vebatiewmins sig anata ahaa $203,996,524.00 |$102,128,729.54 | $306, 125, 253. 54 
2. Represented by unsecured claims which have * 
been proved and allowed__......--.-..-.-..... 174, 558, 104. 67 |170, 318, 084.88 | 344, 876, 189. 55 
3. Represented by unsecured claims, as shown by 
schedules, which have not been proved. - ----..|314, 617, 374. 83 | 43, 035,059.95 | 357, 652, 434. 78 
4, nie cece othe nomasicllasane 693, 172, 003. 50 |315, 481, 874. 37 |1, 008, 653, 877. 87 
C. Amounts realized: 
1. Total amount realized or received by marshals, 
receivers, trustees, and referees._.............. 39, 173, 670. 93 | 62, 656, 263.60 | 101, 829, 934. 53 
2. Total amount disbursed in conduct of business..| 2,954, 448.37 | 9,340, 415. 93 12, 294, 864. 30 
3. Net amount realized...................... 36, 219, 222. 56 | 53, 315, 847. 67 89, 535, 070. 23 
D. Distribution of net assets as shown above (C 3): 
Fees and expenses of administration, as analyzed 
ii itl vktndepinbite tics bocstee costes 7, 849, 973. 37 | 11, 927, 095. 06 19, 777, 068. 43 
2. Paid to bankrupt.on account of or in lieu of ex- 
II iol coceiseieatcains Seth eek catalan nian 529, 473. 89 168, 543. 81 698, 017. 70 
3. Paid to priority, secured, and lien creditors_-._.- 13, 229, 179. 28 | 17, 760, 415. 83 30,.989, 595. 11 
4. Paid to general creditors_...........-.........-- 13, 969, 988. 26 | 22, 660, 684. 17 36, 630, 672. 43 
aon 582, 183. 96 612, 159. 32 1, 194, 343. 28 
6. Undistributed balance, if any_............-.-..- 58, 423. 80 186, 949. 48 245, 373. 28 
a Rg a 36, 219, 222. 56 | 53, 315, 847. 67 89, 535, 070. 23 
E. Sache of fees and expenses of administration (item 
1): 
1, Paid to referee on account of fees of every nature, 
excluding filing fees paid by clerk of court— 
(a) Commissions and 25-cent fees for filing 
i a a 347, 752..23 406, 603.06 754, 355. 29 
(6) Fees as special masters, if any 81, 411. 22 32, 615. 02 64, 026. 24 
SS eee eee 38, 682. 09 16, 327. 90 55, 009. 99 
2. Paid to referee on account of expenses— 
{a) For printing and advertising_......_.--- 202, 001. 86 37, 901. 21 239, 903. 07 
(b) For traveling expenses. ---....-..-------- 29, 325. 88 9, 002. 73 38, 328. 61 
(c) For office, clerical, and all other expenses._| 771, 567. 18 329, 745. 58 1, 101, 312. 76 
3. Paid to marshals, receivers, and trustees on ac- | 
count of commissions, excluding filing fee of $5-; 1, 135,005.98 | 1,363, 078. 66 2, 498, 084. 64 
4, Paid to attorneys on account of fees.._.........- 2, 517,104.12 | 3, 823, 025, 28 6, 340, 129. 40 
5. All other expenses of administration...........-- 2, 777, 122.81 | 5,908, 795. 62 8, 685, 918. 43 
6. TN ce hi ae tc daniel 7, 849, 973. 37. | 11, 927, 095. 06 - 19, 777, 068. 43 


F. Other data pertaining to property administered: 
1, Appraised value of exemptions set off to bank- 
PO TE a xsi cen canine cae anninlat alam 19, 008, 183, 12 
2. Appraised value of property securing debts of 
bankrupt which was not administered in 
OC oo cates 21, 616, 151. 67 
3. Filing fees paid by clerk of court to referee_.-..-- 


733, 271. 67 
G. No-asset cases included in this report: 
ha) DOS ce cies mdineeasin— eniacnena 37, 956 551 38, 507 
2. Total fees and expenses of referee (sec. E) in such iieen 


1, 133, 049. 90 20, 141, 233. 02 


9, 995, 571. 16 31, 611, 722, 83 
70, 163. 60 803, 435. 27 


ME ah petetnccccceewsresesseeeemunie 


H. Number of cases concluded, which were filed in forma 
pauperis, and in which filing fees were not afterwards 
SI aa. s Sh tah to hes ieee ded eacdabitiod dbnapeanda 4, 303 2 4, 305 


j=. so 


$490, 850. 41 | $509, 111. 67 
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Analysis, by Credit and Financial Management, of the United 


tate 


PAID PRIORI? 
TOTAL ADMIN. FEES LI 


Net AND EXPENSES ATTORNEY’S FEES 
Amount Per cent. of Per cent. of 
Realized Amt. Realized Amount Amt. Realized 


$1,268,462.51.... 10.40.... $35,522.79 240. ... 


CUREL 

EDITO 
Percentage 
Proceeds 


72.80 $2 


Cases 
Concluded 
Dee. wks 


District 


.--Northern .. 


Amount 
$131,979.44 


Amount 
$923,414.07 


Middle ... 


. 


Southern .. 


Eastern .... 


Western .. 
California 
Southern 


Connecticut .. 

Delaware 

District of Columbia...... 

Florida ........ Northern 
Southern 


.«e+-Northern .. 


Northern .. : 
Middle .... 


Southern 
Hawaii 
Idaho ‘ 


Illinois ........-Northern .. 
Eastern .... 


Southern 
Indiana .......Northern 
Southern 
Iowa ........-+. Northern 
Southern 
Kansas pains beee 
Kentucky ......Eastern ... 
Western .. 


Louisiana ......Eastern .... 
Western ... 


Maryland ......e-eee08- 


Massachusetts .....-eseee0-+ 


Michigan ......Eastern .. 
Western . 

Minnesota ........>+ 

Mississippi ..... Northern 
Southern 


Missouri .......Eastern .... 


Montana 

Nebraska ... 

Nevada 

New Hampshire 

New Jersey .. 

New Mexico 

New York ..... Northern 
Eastern . 
Southern 
Western . 


North Carolina..Eastern .... 


Middle 


North Dakota 
Ohio 


. +++ Northern 


Eastern .... 


Western . 
Oregon ...... ° 


Pennsylivania ...Eastern .... 


Middle 


Porto Rico 
Rhode Island 
South Carolina. .Eastern .. 


South Dakota 
Tennessee ......Eastern .. 
Middle 


Western ... 


. e+e Northern 
Eastern ... 
Southern 


ee sks 


Western ... 


Eastern .... 
Western ... 
ooo eMOOUBEM 0000 


Western ... 
..-Northern .. 


West Virginia 
Southern 


Wisconsin .....Eastern .... 


Western 


TOTALS 


a 
344.... 
BE wis 
Fes< ee 
SEB ys: 
SOBs0 
DOr 2's 
POs. 6 
G37 -< 
554. 
Pa 570 0% 
£30.... 
er 
Pe ass» 
1,332... .- 
690.... 
476..... 
OOS es 
[ess . 
REPS aes 
GFP .... 
Pa ax 5" 
CW ess. 
543 ..... 
3 ae 
SRP sass 
OF sas: 
3 ee 


60,322. ... 


284,118.30.... 
89,972.80.... 


166,668.65.... 
193,407.62.... 
145,485.04.... 
1,089,093.44.... 
1,881,778.32.... 
480,872.09.... 
$18,322.45.... 
89,946.77.... 
268,603.81.... 
20,204.88. . 
9,317,533.08.... 
1,542,368.69.... 
406,836.80.... 
200,852.34.... 
§0,727.99.... 
79,783.02.... 
3,143,326.23.... 
1,320,121.02.... 
441,047.00.... 
$73,094.17.... 
1,171,954.07.... 
769,236.00.... 
961,885.88.... 
725,419.57.... 
537,783.90.... 
688,980.41.... 
542,036.80.... 
252,202.36.... 
378,114.01.... 
1,331,814.93.... 
2,646,771.59.... 
3,523,553.01.... 
359,741.61.... 
414,620.73.... 
179,726.62.... 
§08,498.37.... 
538,303.95.... 
1,784,610.13.... 
107,096.38.... 
3,757,150.59.... 
28,449.23.... 
206,543.69.... 
1,820,317.41.... 
23,219.42 .... 
852,316.36.... 
2,255,275.85.... 
9,280,897.06.... 
2,412,316.89.... 
462,929.03... 
222,866,20.... 
960,233.53.... 
180,860.97.... 
2,789,944.33.... 
1,019,389.26.... 
166,493.64.... 
270,985.47.... 
$48,430.87.... 
696,114.26.... 
2,725,952.84.... 
1,368,287.72.... 
3,487,970.52.... 
98,007.19.... 
246,200.39.... 
221,692.57.... 
354,537.62.... 
222,242.71.... 
525,586.50.... 
203,324.92.... 
1,236,515.74.... 
1,113,809.34.... 
257,709.85.... 
419,983.84.... 
3,158,863.66.... 
31,503.76.... 
189,608.92.... 
920,892.75.... 
227,761.31.... 
94,826.59.... 
477,173.82.... 
543,050.41.... 
715,678.45.... 
1,274,088.43.... 
417,842.74.... 
43,246.60.... 


$89,535,070.23 


66,150.51 
19,230.09 


34,746.18 
45,127.72 
20,978.46 
301,917.26 
491,474.84 
75,971.80 
116,146.14 
21,436.59 
37,792.76 
$259.85 
748,713.41 
184,444.25 
95,569.24 
$1,247.93 
14,493.78 
17,735.46 
943,162.81 
161,831.85 
118,159.48 
101,702.28 
229,514.31 
123,802.38 
127,614.27 
140,490.15 
80,655.09 
101,411.64 
130,071.40 
40,978.13 
$9,502.47 
274,095.12 
907,449.02 
667,733.52 
92,477.01 
177,475.53 
38,417.75 
150,781.00 
133,226.53 
368,041.18 
31,014.84 
390,389.39 
9,580.62 
26,475.13 
678,316.73 
7,885.03 
294,125.60 
$46,050.24 
4,608,382.55 
499,485.07 
91,890.62 
45,762.56 
137,896.57 
37,373.39 
648,484.78 
166,240.00 
43,423.43 
66,485.08 
64,063.61 
267,997.86 
826,728.17 
328,665.71 
538,452.11 
29,141.97 
43,769.45 
35,595.38 
43,429.33 
57,405.96 
94,634.77 
46,060.71 
139,237.98 
208,522.50 
30,817.78 
61,917.44 
185,784.48 
12,003.06 
31,512.88 
134,712.23 
37,465.64 
29,064.56 
83,139.33 
69,428.02 
91,259.87 
204,635.17 
94,372.86 
7,979.24 


... $19,777,068.43 


eons. ss 


26,164.98 


15,533.05 
9,803.24 
3,866.93 

135,529.96 
156,569.43 

18,628.62 

33,794.14 
3,743.22 
9,669.89 

864.90 
133,690.82 

83,427.97 

42,942.42 

20,666.10 
3,909.13 
4,940.29 

441,300.15 

62,635.26 

47,610.43 

35,706.28 

76,049.89 

48,083.01 

49,604.66 

36,465.58 

31,606.04 

42,797.84 

54,163.28 

10,446.79 

15,283.21 

117,808.60 
356,112.80 
269,494.06 

36,909.86 

60,885.79 

13,298.52 

46,772.68 

50,559.62 

151,930.81 
5,579.53 
174,518.06 
2,178.14 
4,841.37 
219,478.93 
2,475.66 
134,740.51 
201,477.12 
873,963.05 
214,558.48 

25,101.54 

14,668.25 

44,843.18 

11,118.52 

228,250.03 

70,076.47 

11,638.28 

19,290.38 

25,896.30 

53,690.91 

325,866.40 
80,636.52 
205,617.55 
7,428.55 
7,888.60 

14,944.18 

17,563.67 

19,645.69 

45,342.56 

13,183.24 

57,223.70 

58,867.29 

10,679.55 

21,921.77 

48,737.26 
2,442.69 
7,507.51 

34,427.24 
8,836.60 

11,610.02 

35,137.69 

18,182.93 

30,971.82 

78,991.17 

34,385.65 
1,400.00 


.++. $6,340,129.40 


56,558.29 
22,121.25 


51,104.62 
62,135.11 
89,428.09 
342,368.89 
447,866.35 
212,418.82 
135,665.81 
30,390.22 
45,559.73 
5,513.14 
7,772,052.97 
473,727.65 
151,573.17 
54,345.86 
13,295.83 
29,327.68 
521,302.01 
866,264.74 
177,659.74 
321,470.69 
282,519.92 
435,906.23 
436,206.89 
392,531.69 
277,904.21 
385,761.16 
222,939.70 
156,878.31 
67,720.17 
194,442.15 
364,658.95 
1,197,327.91 
58,099.04 
73,361.38 
52,592.72 
158,884.84 
60,227.73 
217,833.62 
18,392.15 
184,901.64 
13,838.34 
56,898.16 
474,551.02 
7,189.72 
168,614.65 
139,836.80 
561,870.78 
222,770.47 
138,176.36 
83,632.18 
284,807.29 
103,611.66 
979,371.83 
362,154.91 
38,310.15 
64,074.26 
115,450.46 
110,871.44 
844,658.51 
662,857.02 
1,029,658.25 
21,300.48 
32,947.99 
74,152.20 
198,511.29 
62,783.62 
152,810.90 
22,270.63 
791,355.64 
501,434.54 
100,779.62 
203,071.11 
2,421,669.32 
10,223.41 
103,246.84 
472,473.74 
60,806.91 


18,003.39 


122,374.45 
391,351.53 
402,982.82 
142,340.08 
166,687.76 

8,157.44 


$30,989,595.11 


19.91 
24.58 
30.66 
32.12 
61.47 
31.43 
23.80 
44.17 
26.17 
33.78 
16.96 
27.28 
83.41 
30.71 
37.25 
27.05 
26.21 
36.75 
16.58 
65.62 
40.28 
56.09 
24.10 
56.66 
45.34 
54.11 
51.67 
55.98 
41,12 
62.20 
17.90 
14.59 
13.77 
33.98 
16.15 
17.69 
29.26 
31.24 
11.18 
12.20 
17.17 

4.92 
48.64 
27.54 
26.06 
30.96 
19.78 

6.20 

6.05 

9.23 


37.52 
29.66 
57.28 
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[ORIMMECURED OR 
Li EDITORS 
oa Liabilities 
2.80 $2,578,677.28 
19.91 1,458,263.03 
4.58 393,184.70 
af 275.00 
0.66 219,466.74 
$2.12 1,278,822.72 
$1.47 590,310.43 
$1.43 2,892,865.85 
3.80 11,355,473.49 
$4.17 673,162.53 
26.17 2,244.922.06 
33.78 72,381.98 
16.96 509,522.68 
27.28 158,141.20 
83.41 38,061,405.20 
30.71 985,523.17 
37.25, 2,489,460.33 
27.05 1,176,417.24 
26.21 119,918.86 
36.75 303,949.16 
16.58 6,167,300.66 
65.62 3,547,959.45 
40.28 2,149,468.30 
56.09 1,531,892.46 
24.10 2,576,457.56 
56.66 2,685,217.52 
45.34 4,822,372.06 
$4.11 1,501,459.88 
51.67 1,010,913.83 
55.98 1,548,855.68 
41,12 2,872,824.26 
62.20 983,441.70 
17.90 1,915,486.71 
14.59 462,201.28 
13.77 9,997,874.77 
33.98 8,252,754.56 
16.15 443,665.13 
17.69 3,691,103.62 
29.26 2,028,740.62 
31.24 1,675,367.34 
11.18 2,195,322.49 
12.20 8,451,234.91 
17.17 915,386.26 
4.92 2,211,378.88 
48.64 161,571.02 
27.54 228,672.50 
26.06 17,405,916.99 
30.96 255,605.39 
19.78 6,48 1,246.05 
6.20 21,741,860.26 
6.05 15,297,561.43 
9.23 11,009,553.74 
29,83 2,216,354.04 
37.52 1,189,741.30 
29.66 953,693.89 
$7.28 1,322,628.73 
35.21 12,006,639.63 
35.52 2,849,937.39 
23.01 2,276,498.67 
23.64 748,218.52 
21.05 716,137.64 
15.92 1,712,815.85 
30.99 17,853,782.39 
48.44 2,683,800.46 
29.52 7,513,488.75 
21.73 30,520.81 
13.38 39,434.59 
33.44 666,819.18 
$5.99 729,876.86 
28.24 1,807,716.25 
29.07 3,715,963.91 
10.95 302,019.61 
63.99 2,754,470.64 
45.02 2,526,614.73 
39.12 310,531.54 
48.35 794,233.67 
76.66 4,632,706.48 
32.45 301,162.08 
54.45 703,820.00 
$1.30 2,970,092.18 
26.69 1,916,033.89 
18.98 634,934.19 
25.64 2,221,249.66 
72.06 1,474,865.09 
$6.30 3,586,036.64 
11.17 3,959,087.29 
39.89 2,133,266.08 
18.86 87,249.95 
_—_ —_—_—— 
34.61 BB $306,125,253.54 





Per cent. 


Liabs. 


Paid 


Piee. ss 


Amount 


$203,045.47 
112,470.50 
39,545.84 
80,207.59 
82,805.53 
31,337.49 
441,295.63 
790,347.38 
188,489.05 
258,005.68 
21,141.33 
200,021.42 
6,629.87 
179,621.63 
859,345.39 
146,729.27 
76,573.57 
21,963.16 
30,798.10 
1,578,635.40 
277,187.76 
128,375.71 
114,699.23 
614,099.84 
197,995.10 
396,986.85 
190,811.69 
168,374.15 
162,853.32 
186,695.15 
47,986.45 
245,115.10 
851,315.67 
1,337,895.08 
1,575 ,664.36 
205,377.28 
147,456.54 
84,150.23 
193,647.09 
334,742.15 
1,019,836.74 
§2,324.29 
3,157,623.88 
3,901.52 
122,861.51 
629,754.86 
7,502.54 
388,146.56 
1,561,659.84 
3,900,384.85 
1,685,342.89 
215,163.75 
80,334.82 
$15,702.32 
34,903.89 
1,104,585.96 
447,952.40 
78,453.88 
130,194.81 
368,350.11 
312,911.71 
1,008,804.08 
348,640.46 
1,868,753.93 
46,491.23 
163,623.36 
106,758.74 
105,458.82 
78,630.89 
273,559.71 
130,944.79 
293,011.31 
374,649.89 
124,540.14 
153,888.30 
538,239.47 
8,025.03 
53,772.45 
308,244.71 
125,246.57 
45,248.02 
270,277.70 
76,036.44 
212,995.33 
591,085.73 
148,777.98 
26,734.25 


$36,630,672.43 


PAID GENERAL CREDITORS 


Per cent. of 
Proceeds 


16.00 
39.58 
43.95 
48.12 
42.82 
21.54 
40.52 
42.00 
39.19 
49.78 
23.50 
74.46 
32.81 
1.93 
$5.71 
36.06 
38.12 
43.29 
38.60 
$0.22 
20.99 
29.10 
20.01 
$2.39 
25.73 
41.27 
26.30 
31.30 
23.63 
34.44 
19.02 
64.82 
63.92 
50.54 
44.71 
57.09 
35.54 
46.82 
38.08 
62.18 
57.14 
48.85 
84.04 
13.71 - 
59.48 
34.59 
32.32 
45.54 
69.24 
42.02 
69.86 
46.47 
36.04 
53.70 
19.29 
39.71 
43.94 
47.12 
48.04 
67.16 
44.95 
37.00 
25.47 
$3.57 
47.43 
66.45 
48.15 
29.74 
35.38 
$2.04 
64.40 
23.69 
33.64 
48.32 
36.61 
17.03 
25.47 
28.35 
33.47 
$4.98 
47.71 
56.64 
14.00 
29.76 
46.39 
35.60 
61.81 


40.91 


Liabilities 
$7,261,963.12 
2,703 ,824.06 
925,703.39 
2,374.00 
688,603.91 
2,531,356.04 
895,507.82 
10,966,565.81 
32,956,132.89 
3,548,349.19 
6,182,899.86 
999,756.29 
2,604,219.93 
251,676.48 
25,488,889.65 
7,693 ,950.88 
4,246,496.31 
2,958,242.05 
792,702.89 
767,537.93 
42,945,883 ,74 
5,423,594.91 
4,623,465.92 
3,092,984.81 
7 209,593.54 
4,597 ,495.66 
6,800,422.27 
4,080,954.73 
2,800,573.10 
2,962,742.98 
3,763 ,743.65 
2,145,840.77 
3,913 ,266.36 
7,257,551.70 
34,661,620.77 
22,764,669.10 
4,298,770.52 
7 ,214,647.70 
1,622,041.63 
3,208,701.14 
4,491,325.21 
12,088,186.45 
1,449,452.08 
12,700,093.82 
826,696.33 
1,017,914.40 
28,635,827.49 
360,794.40 
11,726,149.23 
43,601,612.92 
87,472,397.78 
19,172,267.90 
4,053,939.50 
1,679,496.92 
2,210,540.42 
1,590,773.29 
26,519,643.91 
9,760,535.11 
2,690,157.80 
1,782,033.90 
2,222,849.25 
4,416,301.13 
22,679,190.79 
9,222,335.91 
24.612,592.18 
430,169.70 
1,652,016.61 
1,504,971.06 
1,640,572.55 
2,939,744.01 
5 846,824.10 
2,683,527.57 
3,750,954.08 
6,318,730.85 
917,817.34 
2,240,968.37 
4,837,082.47 
921,048.35 
1,216,702.69 
8,288,270.10 
4,101,355.69 
1,172,612.91 
4,738,524.13 
2,538,701.70 
6,492,723.28 
8,683 487.86 
3,054,902.95 
718,490.11 


$702,528,624.33 


tates bankruptcy statistics—fiscal year ended June 30, 1931 


Per cent. 
Liabs. 
Paid 


SOs ix. 


4.16.... 
ee 


PAID CREDITORS ALL CLASSES 


Amount 

$1,126,459.54 
169,028.79 
61,667.09 
131,312.21 
144,940.64 
120,765.58 
783,664.52 
1,238,213.73 
400,907.87 
393,671.49 
51,531.55 
245,581.15 
12,143.01 
8,471,576.53 
1,333,073.04 
298,302.44 
130,919.43 
35,258.99 
60,125.78 
2,099,937.41 
1,143,452.50 
306,035.45 
436,169.92 
896,619.76 
633,901.33 
833,193.74 
583,343.38 
446,278.36 
548,614.48 
409,634.85 
204,864.76 
312,835.27 
1,045,757.82 
1,702,554.03 
2,772,992.27 
263,476.32 
220,817.92 
136,742.95 
352,531.93 
394,969.88 
1,237,670.36 
70,716.44 
3,342,525.52 
17,739.85 
179,759.67 
1,104,305.88 
14,692.26 
$56,761.21 
1,701,496.64 
4,462,255.63 
1,908,113.36 
353,340.11 
163,967.00 
800,509.61 
138,515.55 
2,083,957.79 
810,107.31 
116,764.03 
194,269.07 
483,800.57 
423,783.15 
1,853,462.59 
1,011,497.48 
2,898,412.18 
67,791.71 
196,571.35 
180,910.94 
303,970.11 
141,414.51 
426,370.61 
153,215.42 
1,084,366.95 
876,084.43 
225,319.76 
356,959.41 
2,959,908.79 
18,248.44 
157,019.29 
780,718.45 
186,053.48 
63,251.41 
392,652.15 
467,387.97 
615,978.15 
733,425.81 
315,465.74 
34,891.69 


$67,620,267.54 


Per cent. of 


Proceeds 


88.80 
59.49 
68.54 
78.78 
74.94 
83.00 
71.95 
65.80 
83.37 
75.95 
57.07 
91.42 
60.09 
90.92 
86.43 
73.32 
65.18 
69.50 
75.36 
66.80 
86.61 
69.38 
76.10 
76.51 

82.40 
86.62 
80.41 

82.98 
79.62 

75.57 
81.23 

82.73 
78.52 

64.32 

78.67 
73.24 
53.25 

76.08 
69.32 

73.37 
69.34 
66.03 

88.96 
62.35 

87.03 

60.66 
63.30 
65.32 

75.44 
48.08 

79.10 
76.32 
73.57 
83.36 
76.58 
74.93 

79.46 
70.13 

71.68 

88.21 

60.87 
67.99 
73.90 
83.09 
69.17 
79.84 
81.60 
85.73 
63.63 
81.12 
75.35 
87.69 
78.65 
87.43 
84.99 
93.70 
57.92 

82.81 

84.78 

81.68 

66.70 
82.28 

86.06 
86.06 
57.56 
75.49 
80.68 


75.353 


Liabilities 
$9,840,640.40 
4,162,087.09 
1,318,888.09 
2,649.00 
908,070.65 
3,810,178.76 
1,485,818.25 
13,859,431.66 
44,311,606.38 
4,221,511.72 
8,427,821.92 
1,072,138.27 
3,113,742.61 
409,817.68 
63,550,294.85 
8,679 ,474.05 
6,735,956.64 
4,134,659.29 
912,621.75 
1,071,487.09 
49,113,184.40 
8,971,554.36 
6,772,934.22 
4,624,877.30 
9,786,051.10 
7,282,713.18 
11,622,794.33 
5,582,414.61 
3,811,486.93 
4,511,598.66 
6,636,567.91 
3,129,282.47 
5,828,753.07 
7,719,752.98 
44,659,495.54 
31,017,423.66 
4,742,435.65 
10,905,751.32 
3,650,782.25 
4,884,068.48 
6,686,647.70 
20,539,421.36 
2,364,838.34 
14,911,472.70 
988,267.35 
1,246,586.90 
46,041,744.48 
616,399.79 
18,207,395.28 
65 343,473.18 
101,769,959.21 
30,181,821.64 
6,270,293.54 
2,869,238.22 
3,164,234.31 
2,913,402.02 
38,526,283.54 
12,610,472.50 
4,966,656.47 
2,530,252.42 
2,938,986.89 
6,129,116.98 
40,532,973.18 
11,906,136.37 
32,126,080.93 
460,690.51 
1,691,451.20 
2,171,790.24 
2,370,449.41 
4,747 ,460.26 
9,562,788.01 
2,985,547.18 
6,505 ,424.72 
8,845,345.58 
1,228,348.88 
3,035,202.04 
9,469,788.95 
1,222,210.43 
1,920,522.69 


11,258,362.28 . 


6,017,389.58 

1,807,547.30 

6,959,773.79 

4,013 ,566.79 

10,078,759.92 
12,642,575.15 
5,188,169.03 

805,740.06 


$1,008,653 ,877.87 


Per cent. 
Liabs. 
Paid 
11.45 

4.06 
4.68 
14.46 
3.80 
8.13 
5.65 
2.49 
9.49 
4.67 
4.79 
7.88 
2.96 
13.33 
15.36 
4.43 
3.16 
3.86 
5.61 
4.27 
12.75 
4.52 
9.43 
9.16 
8.70 
Fale 
10.45 
11.71 
12.16 
6.17 
6.55 
5.37 
13.54 
3.81 
8.94 
5.55 
2.02 
3.74 
7.22 
5.90 
6.02 
2.99 
22.41 
1.80 
14.42 
2.40 
2.38 
3.05 
2.60 
4.38 
6.32 
5.63 
5.71 
25.29 
4.75 
5.40 
6.42 
255 
7.67 
16.46 
6.91 
4.57 
8.49 
9.02 
14.71 
11.62 
8.33 
12.82 
2.97 
4.45 
$<43 
16.66 
9.90 
18.34 
11.76 
31.25 
1.49 
8.17 
6.93 
3.09 
3.49 
5.64 
11.64 
6.11 
5.80 
6.08 
4.33 


6.70 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


MENT offers its regular- monthly 
survey of collections and _ sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 


= CREDIT AND FINANCIAL MANAGE- 


Ft. Smith 
Little Rock 


Oakland 


San Francisco 


Denver 


Pueblo 


Bridgeport 
New Haven 
Waterbury 


Jacksonville 
Tampa 


Atlanta 
Macon 
Savannah 


Boise 

Peoria 
Quincy 
Rockford 
Springfield 
Evansville 
Ft. Wayne 
Indianapolis 
South Bend 
Terre Haute 


Burlington 
Cedar Rapids 
Davenport 
Des Moines 
Ottumwa 
Sioux City 
Wichita 
Louisville 


New Orleans 
Baltimore 


Boston 
Springfield 
Worcester 
Detroit 

Flint 

Grand Rapids 
Jackson 
Kalamazoo 


manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


Saginaw 
Duluth 
Minneapolis 
St. Paul 
Kansas City 
St. Louis 
Billings 
Great Falls 
Helena 


Lincoln 
Omaha 


Newark 


each state, also what cities report a con- 
dition of “Good, Fair or Slow.” At the 
end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 


Sales 


Slow 


Slow 
Fair 
Fair 
Fair 
Slow 
Slow 
Slow 
Fair 


Binghamton 


Buffalo 
Elmira 


Jamestown 
Rochester 


Syracuse 


Utica 


Charlotte 


Fargo 


Grand Forks 


Cincinnati 
Cleveland 
Columbus 


Dayton 
Toledo 


Youngstown 
Oklahoma City 


Tulsa 


Portland 


Allentown 


Altoona 


Harrisburg 
Johnstown 
New Castle 
Wilkes-Barre 


Providence 
Sioux Falls 


Chattanooga 
Knoxville 


Memphis 


Nashville 



















City 





Collections 

























Tex. Austin Fair Seattle Fair Slow 
Fort Worth Fair Spokane Slow Slow 
San Antonio Fair Tacoma Fair Fair 
Wishies Folie Bluefield Slow Fair 
Utah Salt Lake City Slow Charleston i 
Va. Bristol Fair Clarksburg 
Lynchburg Slow Wheeling 
Norfolk Fair . 
Richmond Fair we. om 
Roanoke Slow Milwaeloen 
Bellingham Oshkosh 












a Comments on collections and sales conditions « 


ARKANSAS: Ft. Smith reports sales 
“fair” and above expectations. Little 
Rock finds collections anywhere from 
3% to 10% better for 1931 than for 
1930. Sales, however, as reported by a 
majority are off for 1931 compared to 
1930, with an upward trend for last 
six months. 

CALIFORNIA: While sales are 
slightly off in Oakland they are not slow 
enough, it is reported, to classify them 
as anything less than “fair.” 

COLORADO: Denver does not find 
any great improvement in sales and col- 
lections up to the present time. 

CONNECTICUT: In Bridgeport N. 
G. checks have become more numerous 
during December. Due to the time of 


30 days. This is primarily due to fact- 


that retail merchants have not been able 
to realize as much money from their 
receivables because of the fact that farm 
products sell at this time at a very low 
figure—the lowest in the history of this 
generation. Sales from jobbers’ view- 
point have been very slow during past 
30 days. Stocks of merchandise with 
retailers, as well as jobbers, are lower at 
the present time than they have been 
for a number of years. It is expected 
that with any improvement in condi- 
tions over the next quarter, we will all 
see an increase in sales and in all proba- 
bilities an increase in future orders. This 
will be necessary due to the fact that the 
retailer will find it impossible to secure 


all of his needs on the spot market.” 

KANSAS: Wichita does not look for 
better times until European moratorium 
and reparations are agreed upon and 
they have an outlet for their products. 

MASSACHUSETTS: Springfield re- 
ports very good conditions in collections 
and there is a brighter atmosphere ap- 
parent with regard to collections and 
sales. The larger industries are prog- 
nosticating a marked improvement in 
business for February, 1932. Worcester 
reports collections good and states that 
“dead” accounts are being shaken out 
and new business is being carefully 
scrutinized. 

MICHIGAN: While collections in 
Detroit are slow, they are better than 

















year and mental conditions 
now existing collections 
have fallen off slightly in 


Changes since last month's survey 


New Haven. State City Collections Sales 
FLORIDA: Jackson- Arkansas Little Rock Fair to Slow 
ville’s Christmas business California San Francisco Fair to Slow 
was very disappointing, Colorado Denver Slow to Fair Slow to Fair 
which hurt, of course Connecticut Bridgeport Slow to Fair 
ge - tlecti ’ Waterbury Fair to Slow Slow to Fair 
Ot Sales an co eceupne. Florida Tampa Fair to Slow 
There does not look like Illinois Rockford Fair to Slow 
any improvement in this Indiana Evansville Slow to Fair Slow to Fair 
condition in the immediate Towa Burlington . Fair to Slow Fair to Slow 
ing is at Cedar Rapids Slow to Fair Slow to Fair 
future, ” everythi 8} Ottuma Slow to Fair 
a standstill. ’ Sioux City Fair to Slow Fair to Slow 
IOWA: The low prices Massachusetts Springfield Fair to Good Good to Fair 
of farm products and bank Worcester Fair to Good 
failures have a very de- Michigan Detroit Fair to Slow 
pressing effect in the com- oe reese 7 to po Slow to Fair 
. t. We ontana reat Falls ow to Fair 
panei of nasties New York Jamestown Good to Fair Fair to Slow 
received almost the same Utica Gases 
report from Des Moines, North Carolina Charlotte Fair to Slow 
stating that “farm prod- Oklahoma Tulsa Fair to Slow 
ucts selling so cheap that Pennsylvania Johnstown Fair to Slow Fair to Slow 
. io. e Wilkes Barre Slow to Fair 
situation = wary bad, — Rhode Island Providence Fair to Slow Fair to Slow 
tically no Christmas busi- South Dakota Sioux Falls Slow to Fair 
ness.” Sioux City reports Tennessee Knoxville Fair to Slow Fair to Slow 
tes ‘1 d y x Memphis Fair to Slow Fair to Slow 
it wou appear from Washington Spokane Fair to Slow Fair to Slow 
comments made, that there West Virginia Bluefield Fair to Slow 
. Charleston Fair to Slow 
has been a » engaeamens Wisconsin Fond du Lac Slow to Fair 
in collections during past Milwaukee Slow to Fair Fair to Slow 


might be expected under 
all conditions. People are 
really trying to pay their 
indebtedness. There is 2 
definite evidence of de- 
pleted merchandise stocks. 
Even though this city is 
expecting increased insol- 
vencies, the merchants 
who remain in business are 
in much stronger position 
than _ heretofore, the 
weaker ones having been 
already weeded out. Con- 
ditions in Flint are on the 
up grade due to general in- 
crease in activities of 
Chevrolet and Buick fac- 
tories. 

MINNESOTA: Duluth 
informs us that collections 
are slightly above par 
when compared with re- 
cent past months of 1931, 
but sales are below last 
year. However, on a per- 
centage basis, sales do not 
show any material falling 
off over previous months. 

(Continued on page 36) 
































This 


Dear Sir: 


Re: Your account of $————. 


You left us “‘waiting at the altar” for 
your answer to our various reminders and 
We are now at a loss to explain your 


silence. 


If we guess at what is happening at 
your end the chances are we will guess 
wrong and complicate this simple matter 


of an overdue bill. 


It won’t take much of your time to sit 
down and make out a check for us right 
now or to explain your position. 


Will you take care of this today? 


Yours truly, 
The Sunlite Company. 


@ = This month’s collection letter is a 
contribution by Mr. Leo Sorenson of The 
Sunlite Company, at Milwaukee, Wis. 
It is the third in a series of five letters 
submitted by Mr. Sorenson, all of which 
are excellent individual examples of a 
follow-up collection letter system that 
courteously but definitely insists on pay- 
rent in a stronger vein, as later copies 
or the letters in the series are sent to the 
delinquent debtor. 


The value of a definitely organized 
series of collection letters with definite 
sequence and continuity, of course, is 
apparent. In such a series each letter 
must be an individual document and at 


the same time must fit well into the 
series. 


In submitting his series, Mr. Sorenson 
tells us that “in writing our customers 
for payment, we try to be as direct as 
possible to avoid any loop-hole or dis- 
agreement with our letters, with the 
consequent opening up of an argument; 
and to maintain a friendly but firm at- 
titude. 


““We are pleased to be able to report 
that our collection loss in 1930 was a 
considerably lower per cent. of sales 
than 1929 and that in the present year 
(1931) our per cent. of accounts past 
due is gratifyingly low.” 

With such a good record of collec- 
tions this letter from Mr. Sorenson is 


month's collection letter’ 


We present our regular "this 
month's collection letter". It 
is unique and effective and an 
example of good collection 
letter thinking. 


What the country needs is 
more good collection letters. 
Their importance in helping 
pull business out of a depres- 
sion and then keeping it out is 
greatly underestimated. There 
is no short cut to profits as 
certain as collection letters 
that do their job. 


Send us your best and favor- 


ite collection letter for our 


“collection of collection let- 
ters" which we are gathering 
for readers of CREDIT 
and FINANCIAL MANAGE- 
MENT. 


worthy of front rank in our collection 
of collection letters. 


A complete series of individual num- 
bers of the collections letters which 
have appeared in CrEDIT AND FINAN- 
CIAL MANAGEMENT is available to our 
readers. 

Address inquiries for these letters to 
Miss Susan E. Hutter, Manager, Collec- 
tion Letter Department, CrepiT AND 
FINANCIAL MANAGEMENT, One Park 
Avenue, New York. 


CREDIT and FINANCIAL MANAGEMENT .... FEBRUARY, 1932 
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TWENTY 
TOTALS 
IN ONE 
COLUMN 
OR 
SEPARATE 
COLUMNS 
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A NEW BURROUGHS 





¥ 


COMPLETES 
THE 
ANALYSIS 
WHILE 
POSTING 
OTHER 
RECORDS 


& 


PROVIDES VITAL ANALYSIS FIGURES 
WHILE THEY ARE NEWS...NOT HISTORY 


Now you can have accurate analysis figures of 
sales, collections, expenses and profits quickly 
—when they are wanted—as this new Burroughs 
often saves hours—or even days—in getting euch 


information into the hands of executives. 


This machine greatly speeds up work. It posts 
two or more related records in one operation 
and, at the same time, completes the distribution 


to any number of classifications up to twenty. 


It is particularly adapted to such jobs as accounts 
receivable, accounts payable, payroll, general 
ledger, stores records, consolidation of branch 
reports, and so on. It is economical because it 


has such a wide range of usefulness. 


A demonstration can be arranged by telephoning 
the local Burroughs office, or, if you prefer, you 
may write direct for complete information con- 


tained in a special, illustrated folder. 


BURROUGHS ADDING MACHINE COMPANY, 6162 SECOND BOULEVARD, DETROIT, MICHIGAN 


F 
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Burroughs — 
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think 





| wholly disapprove of 
what you say and will 
defend to the death 
-your right to say it.— 
Voltaire to Helvetius 


“Our Readers Think” is an open 

platform for our readers. Criti- 
li cisms of all kinds will be pub- 

lished on this page. We believe 
in the strength and power of contro- 
versy. We believe in both brickbats 
and bouquets. There is one brickbat 
this month, perhaps we will have better 
luck next month. 























McNally vs. Meyers 


Mr. McNally dissented in regard to 
our recent article by Mr. Meyers. Mr. 
McNally wrote us; we asked Mr. Meyers 
to reply to the objections. Here are both 
sides. 

Dear Sir: 

Never have I read a more garbled and 
incoherent account of the present eco- 
nomic situation than that by Mr. Jacque 
L. Meyers in your November issue. An 
article like that does more harm than 
good to the average business man who is 
making a sincere effort to think. 
During the past decade, it seems to 
have been the rage for business men to 
regard themselves and for others to con- 
sult them, as economists. The depres- 
sion has brought disillusionment to 
many of them. They realize now that 
they cannot accurately interpret eco- 
nomic trends that lead up to crises and 


the phenomena that result therefrom, 
because they never studied and obtained 
even a fair knowledge of the broad prin- 
ciples that determine the progress of 
modern society. The more honest of 
them are now anxious to learn, but 
placing an article before them like the 
one in question only confuses them. 

The opening paragraph is most en- 
couraging. “The time to cure a depres- 
sion is before it starts.” Fine! Here is 
a man who is going to say something 
constructive. But the reader is doomed 
to disappointment. 

The cause of the depression, one 
gathers, was over-extension of credit, 
consumer and otherwise, and one is ad- 
monished to desist from such an evil 
practice in the future. It is true that 
unwise granting of credit brings mis- 
fortune, but to imply that it was the 
cause of the present crisis is to say that 
the symptoms of a physical disease were 
responsible for the victim catching it. 
Over-expansion of credit was only a by- 
product of the period of inflation. Re- 
strict lavishness of credit as much as you 
like by the exercise of caution or by the 
devising of methods of infinite perfec- 
tion in analyzing credit risks, and we 
would still be subject to economic crises. 
The panic of 1929 was not unlike for- 
mer major panics, and to hint that the 
present period of bad business is due to a 
cause all its own, is too naive to require 
any comment. 

Mr. Meyers specifically calls attention 
to how harmful it is to give too much 
credit to the average consumer but is 
extremely vague as to how this operates 
to bring about widespread unemploy- 
ment and distress. What phase of the 
economic situation today can be laid to 
the unintelligent use of consumer 
credit? I can see no evidence at all, 
either in this country or any other coun- 
try, that installment buying has been 
a failure. Pet theories are all very nice 
to have but they must be based on fact 
to be of any value. 

From this point the article drifts into 
trite generalities, benefits of machinery 
and suggestions of means for getting us 
out of the depression. The reader is left 
wondering what it is all about. 


Before a plan can be advanced for 
preventing recurring crises, and I believe 
that is what Mr. Meyers set out to do, 
we must know what a depression really 
is. Then we must definitely determine 
what the exact cause of it is before we 
can remove it. Moralizing and lecturing 
about what we should do and what we 
shouldn’t do is futile. Most of the scold- 
ing is usually done after the milk is 
spilled. What we should lecture about 


is the sloppy habit we have of confusing 
cause and effect. 

Let us be honest and make up our 
minds that we shall always have alter- 
nating periods of good and bad times 
until we have definitely discovered and 
eliminated their common fundamental 
cause irrespective of what the various 
contributing factors may be. 

Very truly yours, 
RayMonpD V. McNALLY. 
Dear Sir: 

I regret that the pressure of business 
has prevented me from answering more 
promptly your letter of December 15 
with copy enclosed from Mr. McNally. 
I may say in reply, that I am very much 
gratified that my effort has stimulated 
some thought on the subject under dis- 
cussion on the part of Mr. McNally, 
even though apparently he is not in 
entire accord with the ideas I attempted 
to express. 

Whether due to any possible lack of 
clearness in the article itself or other 
cause, I am inclined to feel that Mr. 
McNally has not interpreted what I 
have said with entire accuracy. For ex- 
ample, Mr. McNally infers that in my 
judgment over-extension of credit rep- 
resents the only cause for the present 
depression. It is obvious that so com- 
plex a situation as the one in which we 
find ourselves can scarcely be reduced 
to such simple terms; manifestly a 
variety of factors have contributed in 
a greater or less degree. 

My thought was to emphasize one 
which in all probability had no small 
part in bringing about our present dis- 
turbance and moreover represented a 
factor in which the readers of Crepit 
AND FINANCIAL MANAGEMENT would 
be particularly interested. 

I take issue with my critic in his 
statement that over-expansion of credit 
was a by-product of a period of infla- 
tion. I in turn feel that he is confusing 
cause and effect. While it is unques- 
tionably true that the exercising of wis- 
dom and discretion on the part of credit 
grantors could not have conceivably 
prevented our present difficulty, it is 
equally logical to assume that such a 
course might have mitigated its effects 
in no small degree. 

Mr. McNally further makes the spe- 
cific statement that in my judgment 
installment buying has been a failure. 
I can find no evidence of any such state- 
ment in my article and such a concep- 
tion is farthest from my thoughts. What 
I endeavored to express was the patent 
abuse of installment credit which has 
no doubt tended to aggravate an other- 
wise unsatisfactory condition. 
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In Mr. McNally’s final paragraph, he 
offers the suggestion that we shall al- 
ways have alternating periods of good 
and bad times until we have definitely 
discovered and eliminated their common 
fundamental cause. 

The same is equally true of disease. 
In the case of the latter shall we not 
employ every means which science and 
intelligence dictate to ascertain the 
causes (where they can be found) and 
in any event, take whatever steps can 
be availed of to prevent recurrence, to 
mitigate effects and alleviate suffering? 

I would commend to Mr. McNally 
and the readers of this publication, if 
interested further in this very impor- 
tant question, that they read a book 
called ‘Financial Crises and Periods of 
Industrial and Commercial Depression” 
by the late Senator Theodore Burton. 
Senator Burton has made an intensive 
and exhaustive study of this problem 
and his book is very illuminating. While 
I had not read it prior to the publica- 
tion of my article, I find the book in 
accord with a number of my views as 
expressed therein. 

Very truly yours, 
Jacque L. MEYERs. 


The business 
thermometer 
yj : (Continued from page 11) 


dollar, followed by the return of over 
$150,000,000 after that flurry subsided. 

At the same time, brokers’ loans con- 
tinued their steady shrinkage to abso- 
lutely negligible dimensions, as con- 
trasted with the $6,804,000,000 of Oc- 
tober, 1929. Week after week they 
recorded “new lows,” having receded 
during the year from $1,926,000,000 
to $611,000,000. 

A further vivid reflection of the 
course of events in 1931 is given by 
the automobile industry, with an indi- 
cated output for the year of only just 
above two million cars, as compared 
with 2,910,000 in the preceding lean 
year of 1930, and the high mark of al- 
most 4,800,000 in 1929. 

The sharp retrogression in our do- 
mestic business naturally was accom- 
panied in a time of world-wide de- 
pression by a heavy shrinkage in both 
export and import totals of our foreign 
commerce, as reflecting both diminished 
cargoes and the great drop in virtually 
all unit prices. Thus our 1931 export 
total in dollars is off almost 38% from 
1930, and off 54% from 1929, while 


the import total is off 32% from 1930 


and §2'%4 from 1929. 





Prices 
y reduced 


of commodities among the groups which 
are most sensitive to the forces of cycli- 
cal recession may be further depressed 
through the persistent push of the long- 
term factor. The fortuitous aid afforded 
by the secular movement in pre-war 
days would under these conditions be 
replaced by a fortuitously depressant 
factor. 

There was much to justify a policy of 
dependence upon the processes of nat- 
ural recovery when the rising trend of 
prices was thus tending to curtail the 
period of liquidation and to alleviate its 
pains. It is a policy which is harder to 
defend when this assistance has been 
withdrawn, when, in fact, this external 
force may be working to retard those 
readjustments which conduce to revival. 
Under these conditions, and in the face 
of such wide price discrepancies as have 
developed during more than two years 
of liquidation, the possibility of positive 
action may well be explored. 

The establishment of conditions fa- 
vorable to recovery will doubtless in- 
volve changes of the three types sug- 
gested as alternatives; as regards the 


(Continued from page 17) 
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price structure as a whole they are not 
mutually exclusive. To some extent 
there will be adaptation to price rela- 
tions quite different from those of the 
pre-recession period. To some extent 
there will be further liquidation of the 
prices of finished goods and of consum- 
ers’ goods, with accompanying wage 
cuts and writing-down of investment 
values. To some extent earlier relations 
will be restored, or approximated, 
through enhancement of the values of 
the goods now most seriously depressed. 
The relative importance of each of these 
types of change will depend, in part, 
upon the conditions of production and 
upon the state of the market for goods 
of different types. But economic policy, 
deliberately formulated and actively en- 
forced, may also play a part in deter- 
mining the degree to which each of these — 
modes of establishing the conditions of 
recovery may prevail. 
(Copyright, N. B. E. R.) 


@ Different 


“Betty dear! Don’t go so far out in 
the water.” 
“But look, Daddy’s out a long way.” 
“I know, dear, but your father’s in- 
sured.” 
—Agents’ Record. 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


1931 payments 
total three billions 
V) 


Insurance companies paid out ap- 
proximately $3,250,000,000 in benefits 
during 1931, making the largest annual 
distribution to policyholders and bene- 
ficiaries, according to the estimations 
made by B. D. Flynn, vice-president 
and actuary of the Travelers. This 
amount exceeds the 1930 distribution 
of benefits by 12%. Of the total, 
nearly $2,500,000,000 will comprise 
payments on policies protecting people, 
while the remainder will cover losses in- 
volving property. 

Of the total of $750,000,000 in bene- 
fit payments because of damage to prop- 
erty, more than $400,000,000 will cover 
the losses by fire involving insured real 
estate and motor vehicles. Losses suf- 
fered by policyholders under burglary 
insurance ‘during the year, it is said, 
will require the disbursement of more 
than $15,000,000. The payments un- 
der other forms of insurance involving 
the honesty of persons will bring the 
total of such payments up to more than 
$100,000,000. 

Accidents during the year causing 
personal injuries and deaths will be re- 
sponsible for the payment of $560,- 
000,000, a slight reduction from the 
preceding year which is due to condi- 
tions underlying the writing of work- 
men’s compensation insurance. More 


than $300,000,000 will be paid to the 
victims of automobile accidents or their 
families because of death, non-fatal in- 
juries, and damage to property. Nearly 
three-fourths of the $300,000,000 in 
payments will result from the death 
and injuring of persons in automobile 
accidents. 

Life insurance benefits for the year 
are placed at more than $2,000,000,000, 
an increase of more than $300,000,000. 
Slightly more than half the year’s di- 
rect life insurance benefits, it is esti- 
mated, will be made because of death 
and disability suffered by policyholders, 
while nearly a billion dollars in benefits 
will go to policyholders in the form of 
endowments and cash values under 
policies. 


New Alabama 


concussion decree 


The Supreme Court of Alabama has 
denied an application for a writ of cer- 
tiorari to the insurance companies ap- 
pealing a decision which holds them li- 
able under fire policies for a concussion 
loss following an explosion. This case 
has been before the Alabama courts for 
more than four years and the decision 
is contrary to other decisions in New 
York and Georgia which hold that in- 
surance companies are not liable for ex- 
plosion or concussion losses preceding 
fires under fire policies, according to 
the Eastern Underwriter. 

In this case there were peculiar cir- 
cumstances which led to the court rul- 
ing against the insurers. The property 
involved in the litigation was damaged 
by the use of dynamite by firemen to 
prevent the spread of a conflagration 
which swept through the business sec- 
tion of Montgomery, Ala., on June 4, 
1927. The assured, Marie Cook, claimed 
that her property, 100 feet or more 
from a building already on fire, was in 
the direct path of the fire and would 
have been destroyed had the intervening 
building not been dynamited. On the 
other side, the insurance companies held 
to the terms of the fire policy contract, 
which excluded all explosion losses un- 
less caused directly by the fire. 

When the case was first tried in an 
Alabama Circuit Court the insurance 
companies won. ‘The property owner 
appealed to the State Supreme Court 
which sustained the lower court. There 
were several dissenting opinions, how- 
ever. On a rehearing this same high 
court reversed itself and held that the 
damage resulted from a friendly agency 
reasonably necessary to prevent the 
spread of the fire. The use of the ex- 





plosives was not within the contempla- 
tion of the exception contained in the 
insurance policy, it was decided. Re- 
manded for trial again the Circuit 
Court awarded the plaintiff $744 for 
damages sustained by concussion, al- 
though she suffered no fire loss. Appeal 
was taken by the insurers to the Court 
of Appeals which affirmed the lower 
court’s action. Following this the. writ 
of certiorari was denied. 


South Carolina 
agent ruling 


The South Carolina Supreme Court 
last week decided that for a local agent 
to represent a company there he must 
not only be a resident of the state and 
commissioned by the company he is to 
act for but also be licensed by the State 
Insurance Department. In this case of 
the state of South Carolina v. the Fire- 
men’s of Newark, the Supreme Court 
reversed the order of a nonsuit and re- 
manded the case for a new trial. 

The higher court’s opinion was divi- 
ded, however. A dissenting opinion 
pointed out that this litigation started 
originally with the appointment of a 
bank agency which Insurance Com- 
missioner Sam B. King would not ap- 
prove. Later the ruling against the ap- 
pointment of bank agencies was de- 
clared unconstitutional by the United 
States District Court in South Carolina. 
The dissenting opinion of Judge Cothran 
stated that it is “untenable to declare 
that the company may be penalized for 
its alleged failure to require the agent 
to procure a license when it appears that 
it made application to the Commis- 
sioner for the license, accompanied by 
the cash fees and was refused solely on 
the ground that to grant it would be 
in conflict with the so-called bank 
agency ruling of the Commissioner, a 
position later repudiated by a state cir- 
cuit judge and a Federal district judge.” 


Robbery insurance 
protects payrolls 


The extensive use of armored cars in 
carrying currency from banks to stores, 
plants and factories has not solved the 
problem of payroll robberies, says the 
National Agents Record. While they do 
succeed in protecting money being 
transported, they serve the additional 
purpose of advertising to robbers that 
some organization is soon to have a large 
amount of cash on hand. It is then a 
small matter for robbers to trail the 
armored car to its destination, where 
they await the departure of the guards. 
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Insurance Company of New York assures com- 
plete and dependable protection. The first cost 
is the last and the quality of the insurance 


provided is unexcelled before or after a loss. 
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Paging 


the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 
M business book 


PRINCIPLES OF ORGANIZATION. 
Henry P. Dutton. McGraw Hill 
Book Company, New York. $3.00. 
For more than a decade one of man- 

agement’s paramount objectives has 

been the application of scientific engi- 
neering principles to the field of busi- 
ness organization. The variables of 
economic factors and the human ele- 
ment have made this a particularly dif- 
ficult task. It seems to the writer that 

organization management must be a 

compromise between art. and science. 

Mr. Henry P. Dutton in his new book 

“Principles of Organization: as Applied 

to Business” surveys the progress of 

business organization up to the present 
time, elucidates the management prin- 
ciples that have proved sound and prac- 
tical and tells you how to apply these 
principles to concrete business problems. 
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The contents of the book are based 
largely upon the preceding diagram. 

After treating the basic forces af- 
fecting organization, Mr. Dutton be- 
gins his study with a chapter on “The 
Organization of Thought”. Following 
a thorough analysis of the mental and 
psychological factors which are so sig- 
nificant in business organization, the 
author presents the less variable scien- 
tific principles of management. This 
book gives a comprehensive discussion 
of the major requisites for co-ordinating 
a business unit in order to get the most 
effective results and performances so 
graphically illustrated in the foregoing 
chart. 

This book will tell you how to meas- 
ure performance, to find a cost measure 
in business, to evaluate inventories, to 
develop a standard by research, to 
reconcile standardization and variety, 
to carry through a cycle of activity, to 
properly visualize business facts, to de- 
termine and delegate responsibility, to 
make a personnel audit, to apply “phi- 
losophies” of influencing men to action, 
tc make group decisions, to understand 
the purpose and flexibility of group 
thinking, to select and train personnel, 
to develop judgment, to inspire incen- 
tive, to test causal relationships, to or- 
ganize records, etc. This list is by no 
means complete and is indicative of the 
high practical value of this volume. 

This volume is much more applicable 


to the personal advancement and de- 


velopment of the individual than its 
title indicates. It offers a clear map 
of the boundaries of leadership. It tells 
the roads that must be followed if you 
as an individual are to achieve business 
leadership. In this connection Mr. 
Dutton says, “The perception of un- 
discovered relationships between facts 
is a process of the highest importance”. 
But first a man must know how to dis- 
cover obvious facts. And Mr. Dutton 
also points out the most successful 
methods for doing this. 

I was particularly interested in dis- 
cussions of such subjects as equilibrium, 
rhythm, friction and threshold value, 
organic versus mechanical responses, 
calculation of probabilities and military 
maxims which appear in the early chap- 
ters. 

Mr. Dutton concludes that the busi- 
ness man can gain many valuable les- 
sons from engineering principles and 
procedures but he points out that the 
analogy between organization as an ap- 
plied science and the science of engi- 
neering must be clearly recognized. He 
says: “The engineer combines materials, 
such as steel, wood, or stone, into struc- 





tures such as bridges, locomotives or 
dams. He works with a knowledge of 
materials and forces and _ structural 
forms .... which have been found ef- 
fective in securing the desired results. 
In the same way, the organizer must 
build an organization, mainly out of 
people but also with such accessories as 
equipment and money. He must know 
the forces which move people to action 
and the structural forms, such as the 
line organization or the committee, by 
which the forces may be harnessed”. 
Once this distinction is recognized the 
reader may study Mr. Dutton’s book 
with the utmost value to himself and 
his company. 
—CHESTER H. McCAaLct. 

Money in 

the mart 


THE NEW YORK MONEY MAR- 
KET. Margaret G. Myers. Columbia 
University Press, N. Y. $5.00. 

The Council for Research in the Social 
Sciences at Columbia University has 
sponsored this volume on the New York 
money market, which is to be the first 
of a series of studies on this subject. 
The present volume follows the rise of 
the market, shows its origins and casts a 
light on the development of the market 
for bankers’ balances and for brokers’ 
loans. : 

The domestic capital and investment 
markets are analyzed and a historical 
analogy is drawn between the long con- 
troversy over money in this country and 
the developments in the New York 
market. 

All in all, the wiiian presents a ‘iil 
tailed picture of the debtor-nation days 
of the United States up to the organiza- 
tion of the Federal Reserve System just 
before the World War. The period from 
1913 to the present will be surveyed in 
a second volume. 

—Paut Haase. 


@ Among those present 


ECONOMICS IN THE TWENTIETH 
CENTURY. Theo Suranyi-Unger. 
W. W. Norton & Co., N. Y. 
Thorough, authoritative, and learned, 

this volume presents economics through 
the history of its international develop- 
ment, divided into considerations of eco- 
nomic development in Germany and 
northern Europe, in Southern Europe 
and in Anglo-Saxon countries. 

SYMPTOMS OF INDUSTRIAL FAIL- 
URES. Paul J. Fitzpatrick, Catholic 
University of America, Washington, 
D. C. 

A dissertation on and analysis of the 
financial statements of failed companies 

from 1920 to 1929. 
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retical background, looks upon his little 
domain as separate and remote from the 
whole structure of credit; that he con- 
siders banking, for example, to be a dif- 
ferent and alien field—although a bank 
is merely a dealer in credit; that he re- 
gards foreign loans and government bor- 
rowing at home as outside his field—al- 
though these phenomena are but ordi- 
nary credit transactions. In other words, 
the average man, and even the average 
credit manager, does not visualize aad 
comprehend the structure of credit as a 
unified whole consisting of many closely 
interrelated parts or fields—and as a 
whole, the greatest force in modern 
business. 

The position of most credit men in 
the business world is not entirely satis- 
factory, for they enjoy neither the ap- 
preciation and respect from employers 
which credit management should de- 
serve, nor the remuneration they might 
well receive, nor the joy and pleasure 
which a profession (rather than a job) 
affords. But evidently the remedying of 
these three unsatisfactory aspects of 
credit management must devolve upon 
the individual credit manager. No one 
can “educate” his employer to a higher 
appreciation of his work, no one can in- 
still into his task the learning and the 
joy of a profession better than he him- 
self. 

The present breakdown of our eco- 
nomic machine shows only too clearly 
the necessity for a wider and more 
thorough understanding of economics 
and of credit theory and the imperative 
need for real professional credit men. It 
is to be hoped that the general realiza- 
tion of the importance of credit as the 
preponderant business force in modern 
economic society and the “Credit Ap- 
proach” in business thinking will be 
furthered by credit men through re- 
awakened interest in study and research 
in general credit theory and practice. 

(This article represents the views of 
Dr. Phelps which are not official views 
of the Federal Trade Commission of 
which he is a member.) 
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““How’s business?” 

“It’s so quiet here you can hear the 
notes drawing interest a block away at 
the First National Bank.”—Wall Street 
Journal. 


Now READY 


The Second Edition of this famous book 


Aceountants’ 


Handbook 


with New Contents from cover to cover 


N whatever capacity you meet accounting’ ques- 
te in your business day—whether you work 

on the accounts yourself, or use accounting facts 
in directing operations for which you are re- 
sponsible—the new Accountants’ Handbook is the 
first place to go for the information wanted. 


Within its 1900 pages is the information you 
need to handle any situation you are likely to 
meet, either of everyday or emergency character, 
from simple bookkeeping to higher accountancy, 
and whether in the operation or use of accounts. 


A Tremendous Concentration of 
Essential Information for Instant Use 


This new edition has been prepared specifically 
for 1932 requirements. Its 33 sections put at your 
command for constant use modern practice covering 
the whole range of accounting—principles, working 
procedure, systems, controls, forms, analytical 
methods, audits (see list at right). In dealing 
with any question, you get both the how and the 
why of everything concerned with it. You get the 
best opinion on all angles involved—-not only ac- 
counting, but banking, legal, financial, engineering. 


Nowhere else, at any price, is there anything 
like the Accountants’ Handbook. Particularly 
when you are called upon to handle situations out- 
side your own experience, you are practically sure 
to find here the just guidance you need. 


More than 93,000 copies of the first (1923) edi- 
tion of this Handbook were bought. From indi- 
cations to date, this new Second Edition should 
better that record. 


One Firm Buys 575 Copies. A letter just received from 
Lybrand, Ross Bros. & Montgomery, internationally 
known firm of accountants, says: 

‘“‘We are very much impressed with the new edition of the 

Accountants’ Handbook. It is the best reference book of 

its kind which has come to our notice, and in our opinion, it 

surpasses the first edition in the wealth and arrangement of 
subjects treated. We are sending you an order for a number 
of copies for the use of staff members in our various offices.’’ 


Every Feature Designed to Save Time 
in Locating Needed Information 


In one handy volume, the Handbook brings together informa- 
tion you would otherwise have to seek out in hundreds of 
specialized sources. Much of this is nowhere else to be had in 
book form. 

Thin paper and type specially chosen for its readability make 
it possible to get into the 1900 pages material equivalent to 
fully 4500 of ordinary style, or ten large volumes. Tables, rules, 
definitions, and formulas abound. A 60-page index, with over 
7,000 references, leads you at once to any desired item. The 
durable, flexible binding and patent unbreakable back insure you 
years of service. 


EXAMINE the Handbook Yourself 


With a copy of the Handbook in your hands, 
you can tell more in a few minutes about its con- 
stant, continuing usefulness than we can possibly 
explain here. Let us send you a copy with the 
privilege of examination before purchase. Pay- 











1873 pages 
Flexible 
Binding 


Edited by 
W. A. PATON, Ph.D., C.P.A. 
assisted by 


Over 70 Authorities Representa- 
tive of Accounting Practice Today 





33 Sections 


Financial Statements 
Statement Analysis 
Graphic Presentation 
Account Classification 
Cash 

Receivables 
Investments 
Inventories 


Land and Wasting 
Assets 


Buildings and Equip- 
ment 


Depreciation Prin- 
ciples 


Depreciation Rates 
Plant Appraisals 
Intangibles 
Current Liabilities 
Fixed Liabilities 
"Capital Stock 


Surplus, Reserves, 
Dividends 


Consolidated State- 
ments 


Income Determination 


Accounting Organi- 
zation and Con- 
trol 


Budgeting 

Sales 

Manufacturing Costs 

Distribution Costs 

Standard Costs 

Systems 

Machine Methods 

Public Accounting 

Fiduciary Accounting 

Business Law 

Mathematical Meth- 
ods and Tables 

Principles of Double- 
Entry 


1932 Edition, Price $7.50 
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“If I had to chcose ONE bcok from 
all the numerous volumes on acccunt- 
ing and interrelated subjects, my first 


chcice would be 


the AccounTANTs’ 


Hanppook. It is a complete library in 
itself,” C. Lee Wood, Auditor and 
Asst. Treas., Houston Pipe Line Co. 
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Send me immediately a copy of the new Second 
Edition of the Accountants’ 
five days after its receipt, 


Handbook. Within 


I will either send you 


ment is not due until five days after the book & ¢§7.50 in full payment or return the book to you. 


reaches you. You may return it within that time 
without further obligation if you find it unsatis- 
factory. Just fill in and mail the ‘‘on approval” 4 
form at the right. 


The Ronald Press Company § city 
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i Firm 
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?Should a credit department's 


budget be cut today ? 


by RAYMOND V. WALL 


Russell Mfg. Co. 
New York 


note is “economy”. And it is quite 

proper, for lower sales volume and 

narrowed margins make it essential 
that we economize in every possible 
way. But, it seems evident that some 
folks are being misled—they are vic- 
tims of “false economy”. 

The credit executive and his depart- 
ment should be kept at 100 per cent. 
efficiency. Through this department 
good will should be created, business 
built up, and collections made to fur- 
nish working capital to manufacture the 
article to be sold. 

Extension of credit is based upon 
character, financial ability and the will- 
ingness to pay. With this information 
we are given a complete picture of the 
credit prospect, and, when the picture is 
incomplete, credit cannot be safely ex- 
tended. 

The credit department is one of the 
most important departments in any 
business, but is not always looked upon 
as having much importance attached to 
it. ‘Too many business executives are 
inclined to think that money spent in 
the maintenance of the credit depart- 
ment is a dead expense, when, in reality, 
it pays a larger return than any other 
investment. 

Its responsibility is not just saying 
“yes” and “‘no” to those who apply for 
credit, but it opens the accounts of 
prospective customers whose credit is 
found to be good, and solicits their 
business. It is really the only means 
through which additional charge busi- 
ness can be safely secured from inactive 
customers. Therefore, it is the best 
means or source through which gross 
volume can safely be increased. 

The department cannot function 
properly unless it is allowed the privi- 
lege of securing complete credit reports 
on not only all prospective customers 
but all inactive ones as well so that an 
up-to-date and complete credit file 
should be maintained at all times. In- 
formation thus on file allows the de- 
partment to either increase or decrease 
the limits extended to a customer. Often 


business today the dominant 
hi 


times an account may be solicited for 
additional business when information 
secured by the credit department indi- 
cates an improved financial condition of 
a customer. 

The collection policy of a company 
can be strengthened by the proper fol- 
low-up of accounts by the credit de- 
partment. Customers soon learn of the 
concerns who extend credit freely and 
make little or no effort to collect bills 
on due date. 

We read each day of a plan to bring 
a return of prosperity, but until we all 
settle down and “take the bull by the 
horns” by learning to extend credit 
properly, the “cut-throat” competition 
will continue to force out of business 
the reliable firms who have established 
themselves only after years of good 
business methods. We, of the Credit 
Associations, who contribute to loose 
credit granting are not doing our firms 
any favors or helping to stabilize con- 
ditions. 

The general condition of business has 
caused a state of high nervous tension 
and unrest. Folks everywhere are giv- 
ing way to worry and fretting. Let’s 
quit it. What would happen if a gen- 
eral in command of a vast army gave 
way to worry instead of constructive 
thought and planning? It would mean 
disaster, not only to himself but to 
everyone of his associates. Business to- 
day demands the utmost in serious 
thought. We must devote our time to 
careful planning for the future and the 
man who has carefully made his plans 
will be miles ahead of those who have 
simply given the right of way to de- 
pressing things. 


Sales, collection 
Y survey 


(Continued from page 27) 


Minneapolis furnishes us with the re- 
sult of a personally conducted survey 
sent to a number of representative 
wholesale firms, saying that there is a 
slight tendency toward improvement. 
St. Paul states that collections remain 
normal; liquidations are not excessive 
and sales continue from fair to slow. 

MISSOURI: St. Louis has not noted 
any change in either sales or collections 
over previous months. 





NEBRASKA: The low price of ag- 
ricultural products and livestock in 
Omaha has had considerable influence 
in slowing up trade. A considerable lot 
of moisture and snow has held up the 
gathering of corn crops and to some ex- 
tent has impeded farmers in their op- 
erations. 


OHIO: In Dayton things are picking 
up—machine shops and job shops are 
beginning to get busy and some are 
working overtime. The Christmas trade, 
however, was somewhat below last year 
and merchants are carrying over some 
stock. The usual sales are in progress. 


RHODE ISLAND: The usual slow- 
ing up of collections occurred in De- 
cember in Providence, and sales from all 
indications were much less than that 
month last year, but the amount of mer- 
chandise turned was greater. 


TENNESSEE: Although orders are 
small they are increasing in number, 
says Chattanooga. Knoxville reports 
“with the exception of a few days im- 
mediately preceding Christmas the past 
month was one of the worse in the city’s 
business history, both in sales and col- 
lections. 


TEXAS: Fort Worth finds that col- 
lections and sales appear to be on a grad- 
ual upward trend and most everyone 
seems rather optimistic as to 1932. San 
Antonio notes a slight improvement in 
collections. Wichita Falls finds sales 
and collections improved, but feels this 
is due merely to holiday trade. 


VIRGINIA: Collections, although 
fair in Bristol, are showing slight im- 
provement. 


WEST VIRGINIA: Slow collection 
conditions in Charleston, it is felt, were 
due to the Christmas rush and thus in- 
attention to bills. Clarksburg does not 
find a noticeable change. 


WISCONSIN: There has been no 
improvement in collections in Fond du 
Lac. However, everyone is optimistic 
and look for better times during the new 
year. The sales are affected by unfavor- 
able weather conditions. Green Bay 
finds sales slow for their territory but 
believes they are slightly above average 
in comparison to other territories. 


HAWAII-HONOLULU: _T. H. re- 
ports collections during the latter part 
of 1931 and the first half of January, 
1932, are very slow. Buyers appear to 
only be buying necessities and enough 
to keep stocks in good selling condition. 
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Collection-Adiustment Bureaus Denartmer 








get the point ee a is, . - « «+ when the collection 


appeal is made on local Credit Association stationery . . . . Your 
debtor will realize that he is not dealing with a single unit but with the united 
influence of the business world in which he operates . . . . Your approach on local 
Association stationery carries with it the moral force of the National as well as the 
local Association membership: your debtor’s home banker, his competitors, the 
distant manufacturers or wholesalers who supply him with his goods, his friends 
and associates . . . . his business world . . . . . . . . Your debtor can- 
not risk his reputation in this business world of which he is a part. 


Throw the weight of your debtors business world into your appeal for 
payment .. . . He'll get the point . . . . Results demonstrate 
that he does . ... . He pays . . . . Call your own Bureau for results. 


National Association of Credit Men 
One Park Avenue New Yor. 





office 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Anecdote! 


Perhaps not strictly relevant. But 
seems apropos of many offices into which 
we have been poking these last two or 
three months. A member of the Union 
League Club, of New York, entering the 
club one day, noticed crepe tied to the 
main door in commemoration of a mem- 
ber’s demise. ‘“‘Hm,” he remarked to a 
companion, “looks good to see the old 
place livened up a bit.” 


New return envelopes 


A new development in the envelope 
business is the “Return-Velop,” just in- 
troduced by the United States Envelope 
Company. A patented reply envelope 
provided with a perforated extension of 
the lower back flap which may be folded 
back into the envelope or torn off and 
inserted. The envelope is then sealed in 
the usual way and after being thus 
closed is mailed first-class like a standard 
envelope. It is a very practical reply en- 
velope, useful in direct mail work, sales 
promotion and the collection of ac- 
counts. Saves customer’s time; prevents 
mislaying of coupon or blank; - cuts 
down cost of reply getting material in 
large mailing campaigns. Samples may 
be had without cost from the Advertis- 
ing Department, U. S. Envelope Com- 
pany, 21 Cypress Street, Springfield, 
Mass. 

Pins 

A very handy device for dispensing 
pins is the Tak-a-Pin, on sale at most 
stationer’s. This bakelite container is 
cylindrical in form and finished in three 
colors. It stands on the desk and, when 


one wants a pin one simply presses the 
top and a single pin, head up comes out. 
Pins always get lost, spilled about or 
mixed in with paper clips. This little de- 
vice keeps the pins in their places and 
likewise obviates those occasional wrong 
end contacts which make one very pin 
conscious. Inexpensive, practically noth- 
ing to wear out. Should serve indefi- 
nitely. 


Fibre storage cases 


Many companies store records in fibre 
board boxes. This type of storage is dis- 
advantageous when reference is neces- 
sary, since many boxes may have to be 
moved to gain access to the requisite 
records. A pull-out type of fibre board 
storage case is now available. This can 
be stacked any height and operated like 
an ordinary wood or metal file. Drawers 
are of solid fibre board with an outer 
shell made of double-thick corrugated 
fibre board. The Weis Manufacturing 
Company has just introduced a line of 
these cases and they place particular em- 
phasis on the amount of weight one of 
the outer shells will stand without buck- 
ling. One, tested with 1600 pounds, did 
not bulge enough to prevent easy move- 
ment of drawer. Reference, with these 
cases, is easy and the price is below 
wooden or metal containers. 


For your 
business library 


Art Metal’s new Space-A-Shelf unit 
fits the sheit space to the books. Not 
only do shelves move up and down for 
height of books, but end panels slide 
back and forth to accommodate the 
length of the shelf. Metal shelf labels 
and angles for wall attachments are 
standard equipment. Books, catalogues, 
etc., sprawling about an office should 
find a comfortable home in a Space-A- 
Shelf unit. 


On demonstrations 


The Stapling Machine and Staple As- 
sociation of America has _ recently 
adopted a code of ethics for the protec- 
tion of the industry, as a whole, and for 
raising the plane of selling standards. 
This announcement calls to our mind 
the difficulties inherent in the sale of 
specialties by men on a commission basis. 
About the stapling business we have no 
especial knowledge and our remarks, 
therefore, do not apply to this field. But 
we have had occasion to investigate 
selling practices in several office special- 
ties in the past and, when sold by in- 
dividual commission men, we found that 
the buyer frequently did not receive 
that which he thought he was getting. 


The gullibiliry of buyers seems high, 
especially as regards demonstrations. A 
salesman compares the performance of a 
machine he is selling with one that a 
competitor makes. Few prospective buy- 
ers realize that, in many instances, such 
machines are especially chosen to make 
the worst showing possible. Nor do 
they stop to think that a specific dem- 
onstration may, like a feat of ledgerde- 
main, be simply a trick. Yet we have 
known companies to part with relatively 
sizeable sums to quite unknown persons 
representing companies of which few 
had any knowledge. In general, we be- 
lieve that standard merchandise bought 
from standard houses, through house 
salesmen or established dealers, is the 
best kind for the office. 


New line of files 


Yawman and Erbe Manufacturing 
Company have announced a new line of 
files to be known as the “Empire” line. 
The chief feature is a drawer insert ar- 
rangement which makes it possible for 
anyone to substitute card drawers for 
letter drawers or vice versa. This permits 
users to alter their files, if necessary, at 
very little expense. The change is said to 
require but a few minutes. Other fea- 
tures are structural, chief among them 
being a new type of cradle ball bearing 
drawer slide which eliminates all side 
sway. General locking mechanism is at 
the side instead of the back, which in- 
creases filing capacity. 


Protection for 
car records 


Diebold Safe and Lock Company has 


‘introduced a new type of desk which 


offers fire protection to card records. 
The “‘Recardesk” safe is opened and card 
trays raised to operating position elec- 
trically. One button opens the door, an- 
other closes it, a third stops it while in 
motion. Electric power is automatically 
cut off at each operation. Manual effort 
consists of pressing a button, dialing 
combination and turning the bolt han- 
dle. In case of fire the operator need only 
‘press the closing button and _ leave, 
knowing that the records will have the 
full protection of the safe-desk. 


Query 


We have often wondered what has be- 
come of the once famous office cat? Has 
it lost all its nine lives to efficiency, or 
was it only a myth. Frankly, we never 
saw an office with a cat nor, to be truth- 
ful, a cat with an office. Which might 
get us into the Cheshire cat sort of a 
thing “a cat without a grin or a grin 
without a cat” if we kept on . . . which 
we won't. 
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Those (not-so} 
good old days 
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There’s nothing new under the sun. 
William De M. Hooper founder of The 
Hooper-Holmes Bureau also at one time 
published an insurance periodical “Ac- 
cident Insurance.” Writing editorially 
on the first anniversary of his paper, 
April, 1897, Editor Hooper, even as the 
editors of today, was charging the forces 
of depression with his editorial quill. He 
said: 

“Business conditions have been at a 
very low ebb for the last two or three 
years; the depression has lasted so long 
that many of those who hoped for an 
improvement are too timid to see that 
it has already come; but the fact re- 
mains the same that better conditions 
have already arrived, and it is time for 
all to realize and to act upon the realiza- 
tion that better times are here, NOW; 
we are right in the midst of them, if 
we only believe it. The time has come 
when we must drop the faint-hearted 
policy of waiting for prosperity to come, 
and to act the man in the full convic- 
tion that all it needs is to make the pros- 
perity within our grasp, our own. 


“From all over the country we hear 
of the better conditions. In the middle 
west, as in the east, long silent factories 
are starting up, thousands are finding 
employment after months of idleness; 
the machinery of mills are pulsing and 
throbbing with life; the surplus stocks 
have been used up and must be replaced, 
and commerce is once more resuming its 
full sway. General prosperity helps the 
individual, and the insurance companies 
are already beginning to feel the im- 
proved condition in the better business. 


“Interviews and correspondence with 
a large number of the managers within 
the past month tend to show that there 
has been in the accident business a con- 
siderable advance in the volume over the 
same period last year. Now let us act 
upon it. We for one, propose to take 
the optimistic view and shout our little 
shout of joy and welcome to the better 
times. If everybody else will do the 
same thing the result will be fatter 
pocketbooks and broader smiles of con- 
tent. Hope breeds strength and strength 
overcomes obstacles. Down with despair 
and up with the banner of Hope.” 


Beware of the man who spends his 
money too easily—he often pays his 
bills with notes instead of cash.—Wil- 
liam Feather. 








SEND FOR THIS 
BOOK OF IDEAS 


‘Modern Business 
Essentials’ contains a 
wealth of ideas for 
improving the rec- 
ords of any business. 
A copy in your desk 
will enable you to 
make definite, prac- 
tical suggestions. It 
will be sent upon 
request without cost 
or obligation. 


NEW YORK 









































Better Records Make 


Better Customers 


CCURATE records of an applicant's 

financial condition is often the basis of 
credit extension. Often desirable business 
must be turned down, accounts closed or 
limited because the customer can not furnish 
these records. Helpful suggestions from the 
Credit Manager, to questionable credit risks 
will be welcomed. 


Illustrated here is a simple system for the 
small and medium sized business which will 
give the Credit Manager all the informa- 
tion required to establish an accurate and 
fair credit limit. The complete record is kept 
in one book with a minimum of time. No 
accounting knowledge is required to operate 
it and the cost is extremely low. 


This is only one of many simple systems that 
will help the Credit Manager . . . to secure 
more dependable accounts .. . safeguard 
collections and simplify his job. Your 
leading stationers will gladly cooperate with 
you in providing accurate records for credit 
applicants. 


WILSON-JONES COMPANY 


CHICAGO KANSAS CITY 


WILSON-JONES CO., 
3300 Franklin Blvd., Chicago, Ill. 


Please send the following information without 
obligation: 
(1 Modern Business Essentials. 
(J Information on ALL-FACTS Systems. 


Attach to your letterhead and mai 


When writing to advertisers please mention Credit & Financial Management 
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“Specialized Service For Producing Profits’ 


For 1932 
Profits 


—we suggest construc- 
tive operating econ- 
omies. 


—we offer sound, prac- 
tical outside counsel 
to aid you in de- 
termining what such 
economies can be— 
and the best methods 


for securing them. 


HROUGH General Manage- 
ment’s associated organiza- 
tions you can secure spe- 
cialized expert service in any 
branch or department of your 
business. 


Our service is as broad as busi- 
ness itself—from Plant Design, 
Engineering and Operation, to 
the Distribution of your product; 
from Scientific Research to Fed- 
eral Tax Returns; from the Ship- 
ment of your Product to the Pay- 
ment of your invoice—and all the 
“in between” jobs as well. 


No matter how large an indus- 
trial, or how small, our practical 
and ‘complete service is available 
to you only on one condition, 
namely that you profit thereby. 


Your Problems Analyzed 
Without Cost 


We refuse to spend a client’s money unless 
the practical possibilities and probabilities of 
savings far exceed our nominal charge. There- 
fore we preface any service contract with a 
thorough survey and analysis of your prob- 
lems, making no charge for our services in 
carrying out this work. Our detailed report 
of findings is, in itself, a valuable guidepost 
to management—pointing the way to greater 
economies. 

“Specialized service for producing profits” 
is more than a phrase. It describes the only 
kind of service we render. To executives in- 
terested in better net profits for 1932, we will 
be glad to explain our service, in detail, without 
cost or obligation. 


We suggest that you use 
the attached coupon for 
convenience. 


General Management Corporation 
114 Liberty St., New York, N. Y. 


senee lear Of aot Maileaeee 


General Management Corporation, 
114 Liberty St., New York, N. Y. 


Gentlemen: Please send us in- 
formation about your service and 
the current issue of PROFIT. 
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Insurance — 
chemistry 


“blanket” state that they do not cover 
on property more specifically insured. 


(Continued from page 15) 


This common error recently caused con- 
siderable embarrassment to a large con- 
cern who sustained a fire loss during 
the time their insurance was in this 
state, 


A New York corporation operatirg 
stores in several locations leased a store 
room. The lease provided that the les- 
see should carry boiler explosion lia- 
bility insurance to cover on a boiler 
then used to heat the premises. After 
their occupancy the lessee installed an- 
other medium of heating and- discon- 
tinued entirely the use of the boiler for 
any purpose. Yet for years they con- 
tinued to carry the boiler explosion in- 
surance on account of the wording in 
the lease. The correction of this con- 
dition saved the company $348.00 an- 
nually. 


Many public liability policies are car- 
ried by firms and corporations which 
provide adequate protection against lia- 
bility losses when such losses are the 
direct result of the accident insured 
against; a large percentage of them, 
however, do not cover against the con- 
tingent liability losses which may arise 
out of the accident, and which may 
easily lead to judgments equal to any 
in a case involving direct liability. 
Such coverage is usually overlooked un- 
til too late. 


I recently examined the fire insur- 
ance policies which covered a large in- 
dustrial plant in New Jersey. The form 
used in connection with these policies 
required a trained fire brigade and 
periodic drills. The inclusion of this 
condition in the policy forms had re- 
sulted in the policy holder being favored 
with a reduced rate. No drills had 
been indulged in for five years and no 
one connected with the organization 
had any knowledge that the clause was 
incorporated in their fire insurance 
forms. 


In Denver, I inspected the policies of 
a large clothing store. The company 
was enjoying a rate of premium based 
upon the employment of a watchman. 
This watchman (it was warranted) was 
to be present on the premises at all 
times when the store was not regularly 
open for business. The “watchman” 
was in reality a porter who arrived at 
the store at seven p. m. (the store closed 


at six), and who left when his work 
was completed, which was generally 
about midnight. This firm was actu- 
ally “fon the spot” unconsciously had 
their store been destroyed by fire during 
the period these policies covered under 
the conditions stated. 

All of the above instances may be 
lightly brushed aside with the remark 
that “ta wide-awake and capable agent 
or broker would never do those things”. 
Nevertheless, strange though it seems, 
each of these cases has been selected for 
illustrative purposes because in each 
case the broker or agent was consid- 
ered far above the average and in one 
or two cases the error was committed 
by a brokerage house known from 
Maine to California. Understand that 
these examples of poor underwriting 
were not primarily the fault of the 
broker; they were mainly brought about 
through the desire on the part of the 
insured to buy cheap insurance. 


The examination of insurance poli- 
cies by competent analysts often devel- 
ops the lack of necessary permits; it fre- 
quently brings to light the fact that 
conditions in the policy are not 
complied with and of which the in- 
sured has no knowledge. These facts 
are assembled and made known to the 
insured by means of a written report. 


In the printed portions of all policies 
written are certain definite statements 
concerning the coverage which is af- 
forded by the policy. Outside of the 
insuring clause itself, the most impor- 
tant of the printed portions of the pol- 
icy are the “conditions”. In referring 
to the printed parts of insurance poli- 
cies I have frequently heard the ex- 
pression made that “I don’t read it be- 
cause I wouldn’t know any more after I 
had finished than I do now”. 


In making such a remark the insur- 
ance buyer is unfair to himself and his 
insurance companies. Surely you would 
want to know the contents and mean- 
ing of any contract or agreement into 
which you were entering, but, strange 
to say, the insurance policy is too often 
not considered a contract, or when so 
considered it is many times believed to 
be a sort of “one-sided” affair involving 
the insurance only. Many insureds 
take the attitude that should they sus- 
tain a loss, the insurance companies 
should adopt a sympathetic attitude to- 
ward them, excuse any derilictions on 
the part of the insured, pay the claim 
without question and make it up in 
any manner they find expedient. 


It must always be remembered that 
insurance companies are formed for two 
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purposes; the first and, I might add, the 
prime purpose is to make money by 
selling insurance at a profit, just as your 
organization sells merchandise or ser- 
vices at a profit. The second purpose 
is to afford the public an opportunity 
to preserve their assets in the event of 
calamity or minor loss or damage. It 
may be accepted as a fact that no stat- 
utory or board-approved policy of in- 
surance contains a single clause or 
phrase which has been inserted to mis- 
lead, confuse or defraud the policy 
holder. 

The misunderstanding, confusion and 
other detrimental results of poor insur- 
ing are, in nearly all cases, caused by 
some action of the policy holder. It is 
true also that no broker or agent de- 
sires to have his client sustain a loss 
without making adequate recovery. 
Often the known attitude of the client 
prevents or operates to prevent his 
broker from making some very valuable 
suggestions. The broker may realize 
that more insurance of a certain class 
is required for proper protection; he 
may know that a broader form of cov- 
erage, with slightly increased costs, will 
furnish his client with more suitable 
protection, but the general attitude of 
his client makes it difficult for him to 
present his arguments successfully. I 
do not mean to imply by this statement 
that an executive should run out and 
buy every class of insurance suggested 
to him, but it is my firm belief that 
he should give every suggestion ad- 
vanced by his broker for the improve- 
ment of his insurance structure the 
broadest consideration before declining 
it. 

Confidence in insurance companies is 
necessary if insurance is to remain one 
of the foundations of our financial 
structure. Any reputable and well 
managed insurance company is worthy 
of your confidence. Brokers and agents 
who form the line of immediate con- 
tact between the companies and their 
insureds are doing their utmost to sat- 
isfy the multitudinous demands of the 
insuring public. They need no assist- 
ance in the performance of their duties. 
The one who requires assistance is the 
insurance buyer and he should obtain 
his assistance from specialists in the 
professional field organized for that 
purpose. The broker would then be 
free to perform more capably the duties 
which are part of his routine, which 
would in the end benefit the insurance 
buyer. 

Remember too that cheap insurance 
is not always good insurance. Cut- 
rates, special concessions, etc., are usu- 


ally paid for in some manner even 
though their total cost is not reflected 
in the rate charge. There are thou- 
sands of features connected with insur- 
ance which deserve the scientific an- 
alysis which an analyst may offer them. 
It is no reflection to employ a Certified 
Public Accountant to examine into the 
work of your most trusted employees; 
it is likewise no reflection on your 
broker or agent to have your insurance 
contracts regularly reviewed by a com- 
petent analyst. Rest assured that the 
qualified professional analyst is not in- 
terested in checking up on your insur- 
ance companies and your brokers one 
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half as much as he is in checking up on 
the one person who perhaps needs such 
a check-up most: yourself. 


In financial matters, nobody’s advice 
is worth much unless he has demon- 
strated ability to make money and 
keep it. 


You can buy more opportunity with 
one dollar in hard times than three dol- 
lars in good times. 

—WILLIAM FEATHER. 





Tomorrow 
Someone is 
Bound to Fail 

But Who? 


It may be that, unknown to you, one of 
your largest customers is on the verge of 
bankruptcy. Possibly, others on your 
books will close their doors tomorrow or 
next week. These business failures come 
with a disheartening shock. You cannot 
possibly foresee them. But you can pro- 
tect yourself against loss because of them. 


American Credit Insuranee 


provides absolute protection against ab- 
normal credit losses caused by business 
failures. Thousands of manufacturers and 
jobbers now avail themselves of this in- 
surance to eliminate all elements of 
gamble with credit extensions. 


A representative experienced in your line 
will gladly call and explain the broad pro- 
tection afforded by our policy at a cost, 
remarkably low. Write today. 


CThe AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK J. F.M*° FADDEN, passipant 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 
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America 
2 looks abroad 


(Continued from page 9) 


machinery, mineral oils, cotton goods 
and wearing apparel, as well as numer- 
ous manufactured foods and miscellane- 
ous articles. The percentage decrease in 
value of exports to Asia was 19 per cent 
while for all Europe the decline was 36 
per cent. Exports to France and Ger- 
many dropped in value as much as 42 
per cent and those to the United King- 
dom fell off 34 per cent. On the other 
hand, shipments to U. S. S. R. (Russia) 
in Europe for the 10 months ended Oc- 
tober, 1931, were within one per cent 
of the total for the corresponding period 
of 1930. Both Europe and Asia pur- 
chase large quantities of raw cotton, 
copper, wheat, and other industrial raw 
materials and foods as well as refined 
mineral oils, machinery, automobiles, 
and other finished articles. 


January 
Y 1, 1939 


so reduce still further the extent to 
which the average man is able and in- 
clined to guide himself by past ex- 
perience. 


(2) Find a system that will be 
simpler and easier in operation than the 
present one, and will permit greater 
equity of relationship between those en- 
gaged in what the census calls “gainful 
pursuits”—practically the whole popu- 
lation. 


(Continued from page 19) 


(3) Find a system that will make it 
harder, not easier, for those who have 
economic bargains to make to impose 
their selfish wishes upon others. 


It is evident that, to accomplish these 
ends, it is needful, first of all, to retain 
the general underlying structure of the 
present calendar, he explains. A twelve- 
month year is absolutely essential. In 
the same way, a seven day week is 
equally fundamental. 

Existing comparisons and bases of 
comparison must be disturbed as little as 
is possible, consistent with the real im- 
provement of the calendar and the elim- 
ination of existing evils. This means not 
only the retention of the twelve-month 
basis for the calendar, but also the re- 
tention so far as possible of months. cor- 
responding in length and name with 
those now in use. The so-called Inter- 
national Fixed Calendar proposes to 


as sete 


change the length of every month, mak- 
ing each one 28 days. The World Cal- 
endar, on the other hand, would alter 
the length of only one-half. of the 
months, and would alter it (except in 
the case of February) by only one day. 
Comparisons roughly made between old 
and new Mays and Augusts, for ex- 
ample, would not be greatly changed— 
not more than present comparisons be- 
tween old (present) Mays and Novem- 
bers. The statistical changes and 
recomputations necessitated by this 
plan would be far less—the economic 
advantages far greater—by this or any 
other plan that would minimize the 
changes necessitated through alterations 
in the length of months. It is highly 
essential, of course, for economic argu- 
ment in favor of any proposed project 
that it shall support fairness in the re- 
lations of buyers and sellers, employers 
and employed. A change in the num- 
ber of months in the year would throw 
out of gear our whole system of month- 
ly or quarterly wage payments, and 
would necessitate a readjustment all 
around, since the basis of bargaining 
would be altered. Vacation schedules 
would be greatly changed, and adjust- 
ment of the allotted time under the new 
plan to the time allotted under the old 
one would be subject to the vicissitudes 
of bargains, made with difficulty in the 
past and renewed with greater difficulty 
in the future under the new program. 
Dates for paying quarterly and semi- 
annual obligations, and for making and 
paying commercial paper, would not 
correspond with the opening of months, 
and so would be thrown out of gear, 
though they would not suffer from a 
system in which no such drastic re- 
vision of all established customs was 


called for. 


Finally, in the establishment of new 
arrangements or bargains between eco- 
nomic classes in the community, it is 
greatly to be feared that any change 
in the number of months used in the 
calendar would alter the basis of bar- 
gaining to a corresponding extent, and 
would accordingly weaken the factor in 
the bargain which was already weakest. 
There are many recurring economic bar- 
gains to be made which assume the tra- 
ditional recognition of the month; and 
which would be likely to have another 
outcome if that recognition were to be 
‘surrendered or altered. 

The situation may be summed up in 
the statement that, in this as in all re- 
forms, the economics of the case call 
for the fewest and most simple changes 
that are absolutely requisite, in order to 
eliminate the evils that have been 
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found under the old system to be actual- 
ly existent. 

To sum up the argument on the cal- 
endar question Dr. Willis says, from the 
standpoint of banking and finance, we 
may lay down with certainty the fol- 
lowing conclusions: 

(1) Sound calendar reform would be 
very helpful and desirable, in banking 
and financial organization. Soundness, 
from its standpoint, would consist first 
of all in stabilizing dates, ending the 
shifting of days of the week from year 
to year, and generally standardizing 
business days and holidays. 

(2) Such a calendar reform might, 
however, easily be undertaken in a way 
that would add to, instead of decreasing, 
present difficulties and inconveniences. 
In that case it would be worse than 
useless. 

(3) The thirteen- month division 
would add to present troubles with holi- 
days, destroy the present fiscal basis of 
investment banking, and render wholly 
unmanageable comparisons with former 
years. 

(4) The twelve-month division 
would accomplish all that is helpful or 
necessary to banking and finance, and 
would do it without the disturbances in- 
volved in other proposals. 

Dating devices under the latter plan 
could be corrected, states I. B. Mc- 
Gladrey, by the addition to the “bands” 
of signs to indicate “Year Day” and 
“Leap Day,” dates which either have 
no numbered figure in the revised cal- 
endar or are indicated by a repetition of 
the previous date. The World Calendar, 
for example, designates its Year Day as 
a second December 30 falling on a 
double Saturday, and its extra Leap 
Day (each leap year) as a second June 
30, also falling on a double Saturday. 
These extra days could be indicated on 
dating machines and time stamps with 
the letters Y and L in place of the nu- 
meral for the day of the month. 

The advantages in recording, analyz- 
ing and comparing business and financial 
data are so obvious and so real, and the 
difficulties of the transition so trivial 
that the change to the equalized twelve- 
month calendar should be accomplished 
at the earliest practicable date. 
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Thick margin books indicate the fin- 
ish of a bull market, and long bread- 
lines indicate the end of a bear market. 


Accumulate cash equal to a year’s 
income and never part with it as long 
as you have a job. 

—WILLIAM FEATHER. 





he knew what he wanted 


Mr. N. W. Gurjar of Kirloskar 
Bros.. Ltd., in Kirloskarvadi Dist. 
Satara, India, knew that he wanted 
Credit and Financial Management. 


To make sure he would get it, 
he sent the man-sized check repro- 
duced on the left—actual measure- 
ments, 1014 by 5%< inches—all 
the way from Bombay to New York. 


We were greatly pleased, both 
by the financial and the physical 
size of the check. But we aren't 
turning down the good-sized 
American specimens of checks 
which we receive daily from all 
parts of the U.S. A. 


After all, it isn't the propor- 
tions of the check that interest 
us—it's our readers’ interest in 
passing along the word to their 
business associates that Credit 
and Financial Management is the 
best business buy on the horizon 
today. 


We are eager to build Credit 
and Financial Management's cir- 
culation so that we can continue 
to make it the outstanding mag- 
azine in the.credit field. You can 
help us do this by telling your 
business associates about it, or 
better still, by entering a sub- 
scription for them. 


Credit and Financial Manage- 
ment is necessary to every one 
in business today. 


Now—you don't have to send 
in a check the size of this one, 
just make it $3.00 for a one year 
subscription to Credit and Finan- 
cial Management, One Park Ave- 
nue, New York, N. Y. 








ple, 
ra 
| at 
1ere 
ire- 


for- 
for- 


> to 


Yall 


an 
ja- 
er, 
nd 
ut- 
er, 
nd 
ng 
je. 


” 








45 


want to see 
the Credit Manager!” 


said the president 


MOMENT later the Credit Man- 
ager entered the inner sanctum, 
at the president’s gesture sat down. 


President: ‘Morning Newton. What’s 
all this I hear about changing our order 
and payment system?” 


Credit Manager: “Ever hear of Safety 
Shipment Forms?” 


President: *“No, I didn’t. What’s safe 
about ’em?” 


Credit Manager: ‘Well, they are safer 
tor us because they guarantee payment 
when we ship the goods. They’re safer 
for our customers because the Safety 
Shipment Form provides for the details 
of order, payment and shipping all in 
one legally binding business instrument. 
And since the payment-on-shipment ar- 
rangement eliminates the cost of our 
carrying the customer ’till he receives 
and accepts and pays for the goods, we 
can allow an attractive additional dis- 
count to those who buy from us on 
S.-S. Forms. We'll still be ahead, for 
an §S.-S. sale involves no credit risk, no 
danger of returned goods and no collec- 
tion charges. Furthermore, e 


President: “Here, hold on. Did you 
say no credit risk? What’ll happen to 
your job then?” 





SAFETY 


SHIPMENT Forms 


230 Park Ave., N. Y. C. 


HARVEY PAGE 
General Manager 


Credit Manager: (almost breaking into 
song) “Oh, mine will be a happy lot, 
a happy lot indeed. Why, instead of 
having to advise for or against the ex- 
tension of credit after an order is writ- 
ten, my job will be to determine the cus- 
tomer’s standing beforehand; to see to 
it that he has made arrangements to 
meet the S.-S. check when we ship the 
goods. His actual credit, if needed, 
will be arranged at the proper source 
of all loans—his local bank. If such 
credit is necessary I can always com- 
municate with the bank just before we 
are ready to ship. Believe me, chief, 
there will be no credit losses if you let 
me introduce the S.-S. system here!” 


President: “By George, it certainly 
sounds like common sense. I’ve always 
been proud of the system I built into this 
business, but if someone knows a better 
way, I want to hear about it. Bring 
me all the dope on how it works and 
what it does. We’ll go into this more 
thoroughly.” 


And so should every progressive credit 
man. Your Local Association can give 
you the story. Or write direct to Har- 
vey Page, the man who developed 
Safety Shipment Forms. The coupon is 
for your convenience. 


SAFETY SHIPMENT FORMS 
230 Park Avenue, New York City 


Naturally I’m interested in a business instrument that 
effects Credits. Particularly in the 
business. (name type of business) 


oe. ee eee ee wmeereeesee- 


Please send me the whole story on Safety Shipment Forms, 
without obligation on my part, of course. 
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Answers to 


credit =A 


_ Questions 
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Conducted by Walter C. Foster 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest, are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are ‘re- 
ceived, information is furnished only 
as to the general principles of law 
involved. 


Bad check law 


Q. What is the law in the state of Kansas 
relative to issuing checks for merchandise with 
insufficient funds? 

A. The act of the issuance of a bad check 
in Kansas is a misdemeanor if the check is for 
less than $20.00 and a felony if for over $20.00. 
It is held in that state that a discharge in 
bankruptcy relieves the maker of a worthless 
check from civil liability to payee or endorser 
but that the criminal responsibility remains, The 
statute provides that in any case where a prose- 
cution is begun under the Bad Check Law, the 
defendant shall have a right to have said action 
abated by showing (1) that he had an account 
in the bank thirty (30) days previous to the 
giving of the check; (2) that there was no 
intent to defraud; (3) by paying into Court the 
amount of the check, with costs. (See Sections 
21-556 Revised Statutes. Also Credit Manual 
of Commercial Laws for 1932, page 87-ff.) 


Days of grace 


Q. What is the number of days of grace, if 
any, in the State of Texas or any other State, 
on trade acceptances, notes or other negotiable 
instruments? 

A. Texas has followed the Uniform Nego- 
tiable Instruments Act, of which paragraph 85 
says: 

“Time of maturity. Every negotiable instru- 
ment is payable at the time fixed therein with- 
out grace. When the date of maturity falls 
upon Sunday or- a holiday, the instrument is 
payable on the next business day. Instruments 
falling due (or becoming payable) on Saturday 
are to be presented for payment on the next 
succeeding business day, except that instruments 
payable on demand may at the option of the 
holder, be presented for payment before 12 
o’clock noon on Saturday when the entire day 
is not a holiday.” 

State of Texas Revised Statutes, 1925, under 
title No. 98 follows this paragraph. 

Not every state in the Union has adopted the 
same uniform act. Massachusetts, New Hamp- 
shire, North Carolina and Rhode Island have 
added (every negotiable instrument) “is payable 
at the time fixed therein without grace, except 
that three days’ grace shall be allowed on a 
draft or bill of exchange made payable within 
the commonwealth at sight, unless there is an 
express stipulation to the contrary.” 


Preferences 


Q. Is a creditor in the state of Texas, who 
has obtained a judgment against a debtor and 


has levied on his property, entitled to preferen- 
tial payment in the event that a petition in 
bankruptcy is filed against the debtor within 
four months after such levy? 

A. The Bankruptcy Law, Sec. 67-f, provides 
that all levies, judgments, attachments or other 
liens obtained through legal proceedings against 
a person who is insolvent, at any time within 
four months prior to the filing of a petition 
against him, shall be deemed null and void, in 
case he is adjudged a bankrupt, and the prop- 
erty affected by the levy, judgment, attachment 
or other lien shall be deemed wholly discharged 
and released from the same. This law is of na- 
tional application and is effective in Texas as 
well as in every other state. 


Preferred salaries 


Q. Are the salaries of partners in a firm pre- 
ferred over creditors in case of bankruptcy? 

A. The salaries and drawing accounts of 
partners are not preferred over creditors in case 
of bankruptcy. As a matter of fact, such claims 


are not debts owing from the bankrupt estate 
at all. 


Addresses wanted 


AARON, I. I., Aaron, Siedman & Company, formerly 
located at 307 N. Michigan Avenue, Chicago, IIl. 
Resided at 1444 North Astor Street, Milwaukee, Wis- 
consin. 

BRESLAUER, MORRIS, 418 East 149th Street, New 
York City. Supposed to have discontinued business in 
October, 1931. 

CALLAHAN, EDWARD, Ravenna, Ohio, who moved to 
Fremont, Ohio in October, 1931, left there in De- 
cember. 

DERBY, GILBERT I., formerly 2203 Hurlbut Avenue 
and 4631 Second St., Detroit, Michigan. 

DORFMAN, MAX B., 3457 Knott St., Avondale, Cin- 
cinnati, Ohio. 

DYKI, JOSEPH, Detroit, 
Michigan. Also operated another Store in Hamtramck, 
small corporation, within the limits of the City of 
Detroit. Left Detroit for New York City. 

FRY, S. D., 6371 Grand Vista Ave., Cincinnati, Ohio. 

LIBMAN, BARNEY B., formerly Madison Electric 
Company, 11 S. La Salle Street, Chicago, Illinois. 

MANDELL, S., formerly a tire Salesman, located at 606 
West Maple Avenue, Merchantville, N. J. 

PENN, WILL, 114 S. Mill, Lexington, Ky. 

POWELL, HARRY E., doing business in Bellaire, Ohio, 
in 1927. Since then employed by the firm of Stone 
& Thomas, a Department Store in Wheeling, W. Vir- 


ginia. 
SELLERS, H. H., 218 E. Rochelle Ave., Mt. Auburn, 
Cincinnati, Ohio. 


3236 E. Davison Avenue, 


Foreign exchange 
loss treatment 


Suggestions for the treatment of for- 
eign exchange losses or gains in financial 
statements, particularly as they apply to 
corporations having subsidiaries abroad, 
are offered to members of the commit- 
tee on accounting procedure of the 
American Institute of Accountants in a 
report just completed. The report has 
not been officially adopted by the insti- 
tute, but it is published as the opinion 
of members of the committee in the be- 
lief that it may be of assistance to ac- 
countants confronted with problems in- 
volving foreign exchange at a time when 
many large corporations will be requir- 
ing their annual audits. 

Their conclusions, in brief form, are 
that: 

“Fixed assets should be converted 
into dollars at the rate prevailing when 
such assets were acquired or constructed. 

“Cash, accounts receivable and other 
miscellaneous current assets should be 
converted at the rate of exchange pre- 
vailing on the date of the balance sheet, 





unless protected by forward exchange 
contracts. 

“Inventory should follow the stand- 
ard rule of market or cost, whichever 
is lower in dollars. Where accounts are 
to be stated in which the question of 
foreign exchange enters and the inven- 
tory is not treated as an ordinary cur- 
rent asset and converted at the rate of 
exchange prevailing on the date of the 
balance sheet, the burden of proof 
should be on the client. 


“Current liabilities payable in foreign 
currency should be converted into dol- 
lars at the rate of exchange in force on 
the date of the balance sheet. 


“Long-term liabilities should not be 
converted at the closing rate, but at the 
rate of exchange prevailing when the 
liability was actually contracted. This 
is a general rule, but exceptions might 
exist in particular cases: for example, 
where there are assets receivable over a 
term of years, which are converted at 
the current rate, particularly where 
such assets could be applied to the retire- 
ment of such liabilities. 


“A loss arising through a fall in for- 
eign exchange is a risk incidental to for- 
eign business and should be a charge to 
operating accounts and not a charge to 
surplus.” 





Standard $3 


five-dollar rooms at 


Here's a smart, cosmopolitan 


hotel you will enjoy! Adja- 
cent to”’Loop” business center, 
yet away from its clatter and 
grime. Spacious, cheerful out- 
side rooms with bath, shower, 
circulating ice water... and 
Servidor service (minimizing 
tipping). Parking and garage. 

Restaurant and Coffee Shop 

Write for illustrated folder. 


Walton Place 
Just East of Michigan (at ™) 
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Upon the mountain 


@ Responsibility is “the state of being 
responsible or accountable; having the 
capacity to perceive the distinction of 
right and wrong; ability to meet obli- 
gations.” (Standard) An obligation is 
“the binding power of a promise, con- 
tract, oath, or vow, or of law; that 
which constitutes legal or moral duty;” 


moral duty” is most certainly due -the 
owners and stockholders of corporations 
through whose investments of funds op- 
erations are made possible, but if there 
is no sense of moral responsibility on the 
part of the management, can the invest- 
ors wonder why dividends are not forth- 
coming? 

As a sale is not complete until the 
purchase price is converted into cash 
within a reasonable period, so the “‘abil- 
ity to meet obligations” is highly essen- 
tial, whether the debtor be a corporation 


JOHN HANCOCK SERI. 


PARTNERSHIP 
CREDIT 


NASMUCH as the death of a 
partner automatically dis- 
solvesa partnership, creditorscan 
force their claims for settlement 
at once. When it is remembered 
that any partner is liable for all 
the debts of the partnership, it 


can be readily seen that a 





i (Webster ) “the constraining power of or an individual owing a “charge ac- partner’s dependents are vitally 
- conscience.” (Standard). count.” The creditor is entitled to his affected by such an occurrence. 
: In so far as human relations are con- money and should not be afraid to de- Business Life Insurance can 
d cerned, the primary responsibility is to mand it as occasion requires; the debtor be carried by the firm for the 
. the ultimate consumer, or the retail cus- owes it to discharge his obligation at reinforcement of credit against 
; tomer, although this elemental fact once and not to take offense if asked to such a situation. For further 
e seems to be quite forgotten at times, and meet his just debts. Unfair discounts, one regarding its uses 
by those who take pride in their com- unfair claims, delinquent payments and beers 
mercial astuteness and in being known bad debt losses are not an indication of a ae 
n as “captains of finance and industry.” “being responsible or accountable.” 
§ resp 
: P y 
. The consumer does not buy steel rails a 
: but he does buy the transportation that fille AT, 
Dr _ a. — - . a defect ‘When fools are hailed as Napoleons of ee ee 
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Court decisions 


CHATTEL MORTGAGE BY BANKRUPT. 
RECORDATION SUBSEQUENT CREDITORS 
VALIDITY. (U. S. SUP. CT.). 

The bankrupt executed a mortgage of auto- 
mobiles, furniture and shop equipment that is 
admitted to be bad as against creditors who 
were such at the date of the mortgage and those 
who became such between the date of the 
mortgage and that on which it was recorded, 
there having been a failure to observe the re- 
quirements of the Civil Code of California, Sec. 
3440. The question raised is whether the mort- 
gage is void also as against those who gave 
the bankrupt credit at a later date after the 
mortgage was on record. Held that whether 
the Circuit Court of Appeals was right in af- 
firming an order of the District Judge giving 
the mortgage priority over the last creditors, 
must be decided by the Bankruptcy Act since 
it is superior to all state laws upon the subject, 
the trustee in bankruptcy gets the title to all 
property which has been transferred by the 
bankrupt in fraud of creditor or which prior to 
the petition he could by any means have trans- 
ferred or which might have been levied upon 
and sold under judicial process against him. 
Act of July 1, 1898, c. 541, Sec. 70; U. S. Code, 
title 11, Sec. 110. By Sec. 67 Code title 11, 
sec. 107 (a) claims which for want of record 
or for other reasons would not have been valid 
liens as against the claims of the creditors of 
the bankrupt shall not be liens against his estate. 
The rights of the trustee by subrogation are to 
be enforced for the benefit of the estate. The 
Circuit Court of Appeals seem generally to agree, 
as the language of the Bankruptcy Act appears 
to imply very plainly, that what thus is re- 
covered for the benefit of the estate is to be 
distributed in dividends of an equal percentum 
on all allowed claims except such as have prior- 
ity or are secured. Bankruptcy Act, Sec. 65, 
Code, Title 11, Sec. 105. Decree reversed. 
Moore Jr. v. Bay. U. S. Supreme Court. Decided 
November 2, 1931. 





SUMMARY PROCEEDING. TITLE TO 
LAND. RIGHTS OF NON-PARTIES TO AC- 
TION. JURISDICTION OF BANKRUPTCY 
COURT. (WASH.). 

The trustee files a petition praying for mar- 


shaling of liens and “interest in” certain prop- 
erty in his possession as trustee in which a show 
cause order was issued directing Myrtie H. Car- 
penter to appear before the referee on a given 
date to show cause why she should not be barred 
from asserting any interest or claim in and to 
the lands described in the petition and in the 
order. Myrtie H. Carpenter specially appedrs 
for the purpose of objecting to the jurisdiction 
of the referee to proceed in a summary manner 
to adjudicate her title to the land. This ob- 
jection was denied by the referee and petition of 
review is presented. Held that it is provided by 
the Bankruptcy Act and decided by the courts 
that the bankruptcy court is without jurisdic- 
tion to determine summarily on the petition of 
a trustee the title to property resting in a person 
not a party to the bankruptcy proceeding. Car- 
penter being vested with the legal title more 
than eight months prior to adjudication and not 
being a creditor, and therefore not a party to the 
bankruptcy proceeding, has a right to a full, 
complete, unabridged procedure and remedy- 
plenary-in adjudicating her title to the property 
when it is attacked, and charge of fraud does 
not change the procedure. The petition for re- 
view is granted, and the order of the referee 
overruling the objection of Carpenter is re- 
versed. The trustee may proceed by plenary ac- 
tion to secure any remedy which he feels the 
estate is entitled to. Matter of Black Bear 
Products Co. U. S. Dist. Ct. West. Dist. of 
Wash. Decided November 4, 1931. 
ah * * 

CONDITIONAL SALES. VALIDITY OF 
FILING. SUBSEQUENT CREDITORS. NO- 
TICE. (N. J.). 

The plaintiff demanded possession of gas 
ranges by reason of default having been made 
in the payment of the purchase price, as pro- 
vided for in the conditional sales agreement, but 
the defendant which had possession of same after 
the foreclosure sale, refused to deliver, and by 
reason thereof, suit was instituted. The de- 
fendant contended that the failure of the county 
clerk to properly index the agreement was fatal 
to the validity of the filing of same and it did 
not operate as notice to subsequent creditors or 
purchasers, but concedes that the plaintiff com- 
plied with the terms of the Conditional Sales 
Act, and that the error was occasioned by the 
negligence of the county clerk. Held that sec- 
tions 5, 6, and 7 of the Conditional Sales act 
provide as to what is required of the vendor, 
before the filing of his conditional sales contract 
will operate as notice to subsequent creditors or 
purchasers, but do not require such documents 
to be indexed. When a conditional sales con- 
tract has been prepared and filed in accordance 
with the statute. it will operate as constructive 
notice, and the fact that the county clerk failed 
to comply with the provisions of another sec- 
tion of the statute, which requires him to keep 
a proper index of such documents, cannot af- 
fect the validity or effect of the filing. Judg- 
ment for plaintiff affirmed. Teweles v. Clearance 
Holding Corporation. N. J. Ct. of Errors and 


Appeals. Decided October 19, 1931. 
te co cod 
FIXTURES. REAL ESTATE MORTGAGE 


FORECLOSURE. CRITERIA. RIGHTS OF 
MORTGAGES AND CONDITIONAL VEN- 
DORS. TENANTS. (NEBR.). 

The contents of the bill of exceptions indi- 
cates that nearly every phase of the subiect of 
fixtures is involved. It discloses that fixtures 
have been attached to the building before and 
after the giving of a real estate mortgage; that 
a tenant to whom the garage was later rented 
added equipment to the plant which is now 
claimed to be of a permanent character, as well 
as some equipment purchased on instalment pay- 
ments and under sales contract, or under rental 
arrangements, as gasoline tanks, and in addition 
thereto a bank has during a portion of the time 
held a chattel mortgage upon nearly evervthing 
now claimed to be a fixture; that, because of 
the sheriff’s sale under a real estate mortgave of 
$9,000, the plaintiff claims the garage. -which 
cost $24,000. and also each and all of the 41 
items mentioned belong to him as a part of the 


realty, and the trial court agreed in the main 
with the claims of the plaintiff. Held that there 
is a great confusion by text-writers in the defi- 
nition of the term “fixtures”. This court adopts 
the definition that fixtures are chattel property 
brought in and upon and annexed to real proper- 
ty but which retain their separate identity and 
become realty, but which may under certain 
circumstances become personalty again. Three 
criteria of fixtures were announced in Teaff v. 
Hewitt, 1 Ohio St. 511: (1) Actual annexa- 
tion of the realty; (2) appropriation to the use 
or purpose of that part of the realty with which 
it is connected; (3) the intention of the party 
making the annexation to make the article a 
permanent accession to the freehold. A ten- 
ant’s right to remove improvements erected by 
him may be exercised at any time before he 
yields possession. A holder of chattel mortgage 
thereon has no greater rights than a tenant. 
Trade fixtures may be defined as articles annexed 
to the realty by a tenant for the purpose of car- 
rying on a trade or business, not exclusively agri- 
cultural, and are ordinarily removable by him 
while he is in possession of the freehold, and 
that such trade fixtures must be taken to pieces 
or even wrecked to remove them from the prem- 
ises does not affect the tenant’s right of re- 
moval, but such removal must never cause 
substantial damage to the freehold, When an 
owner of real estate who has placed trade fix- 
tures in his building gives a real estate mortgage 
thereon, the mortgagee is entitled to claim them 
as part of his security. And it is the rule that, 
if they are annexed after the mortgage is given, 
the mortgagee can hold them as against the 
mortgagor. Where the removal of chattels will 
not materially injure the premises, the vendor 
who retains title may assert his right against 
a prior real estate mortgage. However, when 
articles are sold on condition that the title shall 
not pass until they are paid for or some other 
condition in reference to their ownership or use 
is unfulfilled such articles do not become a part 
of the realty, for an agreement reserving the 
right of removal would in such cases be implied. 
Further, parts of property which are not physi- 
cally attached to the realty, but which are abso- 
lutly necessary to the operations of machinery 
and equipment which is physically attached, be- 
come themselves governed by the same rules as 
that which is annexed to the freehold. Finally, 
it is ordinarily of great importance to determine 
the intention of the one who attaches fixtures. 
Such intention is not the secret purpose of such 
owner, but it is that intention which should 
be implied from his acts. The controlling in- 
tention is that which the law deduces from all 
of the facts and circumstances connected with 
the installation of the article upon the land. The 
above principles were applied by the court to the 
facts in that case and decided accordingly. 
Judgment affirmed in part and reversed in part. 
Frost v, Schrinkel. Nebr. Supreme Ct. Decided 
October 29, 1931. 


Washington notes 


21.5% OF RETAIL BUSINESS 


Retail chain stores do 21.5 per cent of the 
total retail store business in the United States, 
according to a summary of retail distribution 
by chains just made public by the Bureau of the 
Census. These final figures supercede the pre- 
liminary compilation made in Domestic Com- 
merce for April 20. 

There are 7,046 chain store organizations in 
all, operating 159,826 stores or units, or about 
10 per cent of all the stores in the country. 
Sales of these chains for the year 1929, which is 
the basis of the Census compilations, aggregate 
$10,771,984,034, compared with total sales in 
all retail stores in the United States of $50,033,- 
850,792. 

Classified by types, 5,589 are local chains with 
total. sales of $3,547,338,285, or 32.9 per cent 
of the sales of all chains; 1,136 are sectional 
chains with sales of $2,419,890,761, or 22.5 per 
cent of the chain total; and 321 are national 
chains with sales of $4,804,754,988, represent- 
ing 44.6 per cent of the sales of chains. Chains 





